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PRESroENT  CLINTON'S  FISCAL  YEAR  1995 
BUDGET  PROPOSAL 


THURSDAY,  FEBRUARY  10,  1994 

House  of  Representatives, 
Committee  on  the  Budget, 

Washington,  DC. 

The  committee  met,  pursuant  to  call,  at  10:10  a.m.,  Room  210, 
Cannon  House  Office  Building,  Hon.  Martin  Olav  Sabo,  Chairman, 
presiding. 

Members  present:  Representatives  Sabo,  Stenholm,  Frank,  Coo- 
per, Coyne,  Kennelly,  Price,  Orton,  Blackwell,  Browder,  Woolsey, 
Kasich,  Shays,  Cox,  Allard,  Franks,  Smith  of  Michigan,  and  Inglis. 

Chairman  Sabo.  Good  morning.  The  House  Budget  Committee  is 
in  session  for  the  purpose  of  another  hearing  on  the  President's 
1995  budget  proposal. 

Our  witness  this  morning  is  Henry  Cisneros,  Secretary  of  Hous- 
ing and  Urban  Affairs. 

Welcome  to  the  Budget  Committee,  Mr.  Secretary. 

Secretary  CiSNEROS.  Congressman. 

Chairman  Sabo.  You  are  gaining  a  reputation  as  a  man  who  gets 
things  done,  whether  in  the  case  of  the  plight  of  the  homeless  on 
bitterly  cold  nights  here  in  Washington  or  working  tirelessly  to 
help  the  newly  homeless  after  the  Los  Angeles  earthquake. 

You  clearly  have  much  more  to  do.  You  are  taking  on  the  tough 
task  of  reorganizing  and  revitalizing  the  Department  of  Housing 
and  Urban  Affairs  and  some  of  its  agencies,  like  the  Federal  Hous- 
ing Authority.  You  are  also  working  to  ensure  that  housing  policies 
in  this  country  are  fair  and  nondiscriminatory. 

I  would  say  that  you  face  a  fairly  substantial  task  in  explaining 
to  Congress  what  are  really  some  fundamental  changes  in  direction 
expressed  by  your  1995  budget  proposals.  Overall,  your  Depart- 
ment receives  a  small  increase  in  funding  over  1994,  but  your  fund- 
ing is  to  be  spent  in  very  different  ways. 

I  understand  the  administration  feels  that  there  is  enough 
spending  authority  already  in  the  pipeline  to  meet  some  current 
housing  construction  needs  and  that  your  planned  increases  in 
rental  assistance  will  help  cover  the  needs  of  additional  poor  fami- 
lies. 

I  would  like  to  hear  more  about  that  and  about  what  you  are 
doing  to  address  some  past  findings  that  poor  renter  households 
have  ended  up  paying  excessive  rents  and  living  in  substandard 
housing. 

You  propose  a  50  percent  increase  in  homeless  assistance,  mainly 
for  a  new  homeless  assistance  grant  program  for  communities  that 
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qualify.  At  the  same  time,  you  would  end  funding  for  several  cat- 
egorical homeless  programs  established  under  the  McKinney  Act.  I 
would  like  to  hear  why  you  think  this  will  be  a  better  approach  and 
better  serve  people. 

There  are  a  number  of  other  innovative  approaches  that  sound 
promising,  and  I  would  like  to  hear  more  about  those  as  well. 
Change  is  what  the  President  promised,  and  change  appears  to  be 
in  the  air  at  HUD,  and  I  look  forward  to  your  testimony. 

Mr.  Kasich. 

Mr.  Kasich.  Thank  you,  Mr.  Chairman.  I  think  you  have  posed 
a  lot  of  goods  questions  in  there,  and  I  look  forward  to  the  Sec- 
retary's testimony. 

Welcome  this  morning,  Mr.  Secretary. 

Secretary  CiSNEROS.  Thank  you.  Congressman. 

Chairman  Sabo.  Welcome  to  the  committee. 

STATEMENT  OF  HON.  HENRY  G.  CISNEROS,  SECRETARY,  DE- 
PARTMENT OF  HOUSING  AND  URBAN  DEVELOPMENT;  AC- 
COMPANIED BY  JOSEPH  SHULDINER,  ASSISTANT  FOR  PUB- 
LIC HOUSING;  ROBERTA  ACHTENBERG,  ASSISTANT  SEC- 
RETARY FOR  FAIR  HOUSING;  MARILYNN  DAVIS,  ASSISTANT 
SECRETARY  FOR  ADMINISTRATION;  MICHAEL  STEGMAN,  AS- 
SISTANT  SECRETARY  FOR  POLICY  DEVELOPMENT  AND  RE- 
SEARCH; ED  DESEVE,  CHIEF  FINANCIAL  OFFICER;  AND 
BRUCE  KATZ,  CHIEF  OF  STAFF 

Secretary  CiSNEROS.  Thank  you  very  much,  Mr.  Chairman. 

Chairman  Sabo.  I  must  say,  from  the  reports  I  hear  from  every- 
one who  is  involved  up  in  L.A.  and  the  tragedy  they  had  with  that 
natural  disaster,  the  work  you  did  gets  the  highest  of  marks. 

Secretary  CiSNEROS.  You  are  very  kind. 

Chairman  Sabo.  We  appreciate  your  hard  work  and  efforts. 

Secretary  CiSNEROS.  Thank  you,  Mr.  Chairman.  We  felt  we  were 
part  of  a  team  back  there,  and  the  quarterback  of  our  efforts  was 
FEMA  Director  James  Lee  Witt,  who  I  hope  you  have  the  oppor- 
tunity to  compliment  at  some  time.  He  did  a  superb  job.  And,  of 
course,  Federico  Pefia  and  I  were  happy  to  be  a  part  of  that  team. 

We  could  not  have  done  our  part  out  there  without  the  divisions 
of  HUD  in  place,  and  that  gives  me  the  opportunity,  if  I  may,  to 
introduce  a  number  of  our  Assistant  Secretaries  who  members  of 
the  committee  may  not  have  met  make  things  work  at  HUD  each 
and  every  day. 

Two  of  the  people  present  today  were  with  me  lockstep  in  the 
earthquake  situation.  One  is  the  Assistant  Secretary  for  Public 
Housing.  He  has  the  responsibility  for  our  relationship  with  3,400 
public  housing  authorities  across  the  country,  Mr.  Joe  Shuldiner. 
If  I  could  ask  him  to  stand  and  be  recognized. 

To  my  left  is  the  Assistant  Secretary  for  Fair  Housing.  She  has 
been  out  there  to  transform  our  voucher  program,  which  allows 
people  to  take  a  certificate  and  get  rental  apartments  in  the  earth- 
quake area  and  make  sure  that  the  apartment  owners  are  fully  ap- 
prised of  how  best  they  can  service  the  people  who  are  homeless. 
Her  name  is  Roberta  Achtenberg,  Assistant  Secretary  for  Fair 
Housing. 


Other  Assistant  Secretaries  present  today,  Marilynn  Davis,  As- 
sistant Secretary  for  Administration;  Mr.  Mike  Stegman,  the  As- 
sistant Secretary  for  PoUcy  Development  and  Research;  and  Mr.  Ed 
DeSeve,  the  Chief  Financial  Officer  for  the  Department. 

I  believe  those  are  the  principal  Assistant  Secretaries.  A  number 
of  other  persons  are  here,  including  our  Chief  of  Staff,  who  has 
been  designated  Vanna  White  today  for  purposes  of  flipping  the 
charts,  Bruce  Katz. 

Mr.  Chairman,  I  would  like  to  begin  by  just  describing  briefly  the 
increases  in  the  budget.  HUD  is  one  of  those  designated  a  winner 
in  the  sense  of  increases  in  the  budget.  You  can  see  our  budget  au- 
thority went  from  $25.1  billion  to  $26.1  billion,  an  increase  of  a  bil- 
lion, and  outlays  went  up  $2  billion.  The  outlay  increase  is  one  of 
the  more  impressive  among  the  Federal  agencies  that  increased  be- 
cause it  represents  an  increase  of  about  8  percent  and  ends  up 
being  the  second  or  third  largest  outlay  increase  of  any  Federal  De- 
partment. 

So  you  are  correct  in  your  early  point  about  the  size  of  the  in- 
crease. Our  budget  represents  an  effort  to  freeze  outlays  into  the 
longer  run  into  1996  and  1997  and  1998  and  1999. 

We  are  walking  that  delicate  balance  beam  between,  on  the  one 
hand,  attempting  to  generate  the  funding  necessary  and  to  leverage 
new  money  for  housing  production  and  construction,  while,  on  the 
other  hand,  complying  with  the  very  strict  deficit  caps,  and  that  is 
what  this  chart  attempts  to  show. 

The  next  chart  shows  the  priorities  of  our  Department.  We  have 
stated  six  priorities  for  HUD  for  the  next  year. 

The  first  is  to  reduce  homelessness.  We  are  willing  to  put  our- 
selves on  the  line  and  say,  with  the  increases  that  we  have  gen- 
erated for  homelessness,  we  are  committing  to  actually  showing  a 
measurable  decrease  in  the  number  of  people  on  the  streets  and 
the  number  of  people  going  through  the  homeless  system.  There  is 
no  group  of  Americans  suffering  more  than  those  who  have  to  sleep 
on  sidewalks  on  cold  nights. 

Homelessness,  then,  is  our  first  priority,  and  that  means  that  we 
actually  make  that  mean  something.  Homelessness  is  set  as  a  pri- 
ority for  budgeting  purposes  and  for  other  purposes. 

Second  priority  is  to  turn  around  the  most  distressed  of  the  coun- 
try's public  housing.  People  should  not  have  to  live  in  the  condi- 
tions that  they  are  living  in,  frequently  these  are  places  where  not 
even  police  will  patrol  and  where  children  are  at  the  whim  of  drug 
lords  with  automatic  weapons. 

Our  third  priority  is  to  expand  housing  production  and  preserve 
the  supply  of  affordable  housing.  Specifically,  that  means  new 
homeownership  strategies.  You  will  see  from  our  Department  a 
presentation  of  our  homeownership  strategies  in  a  few  weeks  that 
attempt  to  really  put  a  focus  on  new  forms  of  production. 

Fourthly,  Mrs.  Achtenberg's  commitment  to  fair  housing,  to  end- 
ing lending  discrimination,  mortgage  discrimination,  insurance  re- 
lated questions,  but  also  to  reduce  the  barriers  that  presently  trap 
people  in  central  city  pathologies  when  their  choice  might  be,  if 
they  could,  to  live  in  other  settings  but  the  barriers  are  simply  too 
great. 


Fifth,  to  help  communities  empower  themselves.  That  is  to  say, 
a  strategy  of  investing  in  community  development  corporations,  in 
building  capacity  for  housing  among  nonprofit  groups,  in  support- 
ing the  successful  efforts  of  communities  that  are  organizing  them- 
selves, the  empowerment  zones  initiative,  our  work  with  State  and 
local  government.  All  of  that  falls  into  this  fifth  priority. 

And,  finally,  we  have  to  bring  excellence  to  the  management  of 
a  Department  that  has  too  often  been  characterized  either  by  scan- 
dal or  corruption  or  just  the  best  case  example  of  bureaucracy  and 
irresponsiveness,  and  we  are  pledged  to  change  that. 

I  want  to  talk  through  these  charts,  with  your  permission,  set  my 
text  aside  and  quickly  leap  through  these  charts,  leaving  the  maxi- 
mum time  for  your  questions  and  walk  through  them  in  the  order 
of  the  priorities  I  have  cited.  As  I  said,  we  have  set  these  priorities 
because  they  are  useful  in  directing  the  efforts  of  our  people,  in 
how  we  allocate  personnel  and  how  we  budget. 

The  first  of  these  is  to  reduce  homelessness.  The  best  news  in 
this  budget  is  that  you  see  an  increase  from  $823  million  total  to 
$1.6  billion,  a  virtual  doubling  of  our  homeless  funds. 

As  you  said  earlier,  it  includes  new  funds,  new  programs,  our  in- 
novative homeless  initiative — very  importantly,  the  allocation  of 
$500  million  of  housing  vouchers,  which  allows  us  to  break  the 
cycle  of  cycling  from  homeless  shelter  back  on  to  the  streets  and 
actually  allow  $15,000  families  to  move  to  permanent  housing  with 
5-year  vouchers. 

And  our  focus  here  is  on  families,  women  with  children,  which 
is  the  fastest-growing  segment  of  the  homeless  population  today. 
This  is  a  new  effort.  We  believe  it  will  work  to  actually  get  people 
into  permanent  housing. 

You  are  also  correct  that  this  strategy  embodies  the  consolida- 
tion— I  think  you  stated  it  as  the  elimination — but  it  is  the  consoli- 
dation of  some  of  the  categorical  programs  which,  though  well-in- 
tentioned in  the  McKinney  framework,  frequently  force  local  opera- 
tors of  homeless  programs  to  make  choices  between  a  shelter  or  a 
drug  addiction  program  or  a  transitional  housing  program,  when 
what  they  really  need  is  the  block  funding  to  do  all  of  it  in  some 
seamless  web.  And  we  are  forcing  people  to  go  through  the  gyra- 
tions of  different  deadlines  and  different  application  procedures  be- 
cause of  the  categorical  nature  of  the  programs.  We  think  this  is 
a  simplification  that  reduces  bureaucracy. 

So,  as  you  can  see,  these  programs  rise  dramatically.  This  is  one 
of  the  areas  where  our  priorities  reflect  themselves  in  the  budget. 

An  area  of  which  I  am  not  as  proud  is  the  commitment  we  have 
been  able  to  make  to  turning  around  public  housing.  There  are 
some  aspects  of  our  commitment  to  housing,  public  housing,  that 
ends  up  winners.  There  are  other  areas  where  we  end  up  with 
fewer  funds  than  last  year. 

For  severely  distressed  public  housing  our  request  is  for  $500 
million.  That  is  slightly  more  than  we  requested  in  1994.  Though 
the  Congress  gave  us  $778  million  last  year,  our  request  was  for 
something  like  $480  million.  So  we  look  low  compared  to  what  the 
Congress  gave  us  last  year,  but  we  are  higher  than  what  we  asked 
for  last  year. 


This  is  a  very  important  program.  I  wish  we  could  ask  for  more. 
We  have  to  constantly  make  these  trade-offs  in  priorities.  This  is 
a  program  to  give  large  block  sums  of  money  to  the  most  distressed 
large  public  housing  in  the  country. 

Congressman  Blackwell  was  with  me  when  we  announced  $49 
million  for  Richard  Allen  homes  in  Philadelphia.  That  is  what  it 
will  take  to  do  Richard  Allen  homes.  It  is  a  massively  distressed 
public  housing  development.  This  is  a  good  program.  We  think 
$500  million  is  what  we  can  do  in  the  next  year. 

Modernization  funds.  We  worked  hard  to  try  to  get  those  up  to 
the  same  level  as  1994.  You  can  see  in  1994  it  was  $3,200,000.  We 
have  ended  up  at  2.7,  off  by  $400  million  plus.  That  request  of  2.7, 
we  stretched  hard  to  achieve,  is  about  the  third  highest  amount 
ever  for  that  program,  but,  obviously,  not  at  the  level  of  what  was 
requested  and  received  last  year.  And,  again,  it  is  part  of  the 
prioritization  problem. 

I  did  indicate  there  will  be  increases.  For  example,  COMPAC 
transforms  itself  into  a  new  program,  from  Drug  Elimination 
Grants  to  a  Community  Partnership  Against  Crime.  That  is  what 
COMPAC  stands  for. 

Jobs  for  residents  increases  by  about  $50  million.  That  is  to  real- 
ly begin  to  be  serious  about  creating  jobs  that  will  lead  to  a  transi- 
tion out  of  public  housing  for  people  presently  in  it. 

And  operating  subsidies  is  off  by  $124  million.  That  is,  again,  one 
area  that  we  are  not  proud  of  but  is  the  result  of  the  balancing  that 
one  has  to  do. 

The  third  priority  is  to  expand  housing  production  and  preserve 
the  supply  of  affordable  housing.  Here  you  see  the  mutual  mort- 
gage insurance  fund  increased  by  some  $300  million.  Ginnie  Mae 
mortgage-backed  securities,  which  is  the  introduction  of  RMIC. 
Their  first  priority  this  year:  a  new  device  for  secondary  market 
participation,  a  new  increase  with  which  we  worked  closely  with 
the  Chairman  of  the  House  Banking  Committee  and  the  housing 
subcommittee,  Congressman  Gonzalez,  to  put  in  place;  the  begin- 
nings of  a  national  homeownership  trust,  which  creates  funds  that 
will  make  it  possible  for  lower-income  persons  to  participate  in  the 
American  dream  of  homeownership. 

What  we  have  seen  in  recent  years  is  the  first  decline  in  the  rate 
of  ho^ieownership  in  American  history.  There  has  been  a  steady 
stream  throughout  American  history  in  increases  of  Americans 
going  to  homeownership.  In  the  last  decade  or  so  we  have  seen  a 
percentage  point  or  so  dropoff.  The  dropoff  is  not  huge,  but  the  di- 
rection is  wrong,  and  we  need  to  take  that  line  and  convert  it  posi- 
tively again. 

We  like  to  think  of  ourselves  in  America  as  the  best  at  home- 
ownership  in  the  world.  We  are  not.  There  are  countries  where 
homeownership  is  in  the  70  percent  range,  75  percent  range.  Ours 
is  about  68  percent.  So  this  is  one  device  that  will  help  us  work 
on  homeownership. 

Another  is  homeownership  counseling.  We  found  that  the  num- 
ber one  thing  that  we  can  do  to  help  people  become  homeowners 
is  to  help  them  find  their  way  through  the  maze,  particularly 
lower-income  persons.  And  counseling  becomes  very  important. 


We  have  maintained  the  HOPE  Homeownership  Grants  of  Sec- 
retary Kemp,  my  predecessor,  who  believed  that  we  could  transi- 
tion people  presently  in  public  housing  by  selling  off  the  public 
housing  units.  We  think  that  that  is  not  a  panacea — you  cannot  do 
it  on  a  broad  scale — but  that  we  need  to  have  the  tool  where  it  does 
lend  itself. 

And,  for  example,  we  have  made  a  $24  million  grant  to  a  commu- 
nity group  in  Newark  to  transform  a  terribly  distressed — if  you 
walked  into  it  you  would  say  this  cannot  be  America,  that  some- 
thing this  horrible  exists:  vacant,  drug-ridden,  deteriorated,  glass 
splattered  around  the  ground,  public  housing  building.  And  this 
community  group  says  we  can  convert  this  into  ownership,  and  we 
will  work  with  them  to  make  that  happen. 

So  we  want  to  keep  the  tool,  though  we  do  not  think  it  is  the 
answer,  as  it  has  frequently  been  touted. 

Incremental  rental  assistance  goes  up.  This  perhaps  is  the  most 
important  thing  on  this  chart.  It  increases  the  number  of  housing 
vouchers  or  certificates  from  an  incremental  increase  of  40,000  last 
year,  and  that  has  been  about  where  it  has  been,  to  70,000.  Now, 
we  will  use  certificates  for  homelessness  as  never  before.  We  are 
going  to  use  certificates  to  house  disabled  persons  as  never  before 
so  we  do  not  mix  disabled  and  elderly. 

Many  of  you  have  heard  complaints  about  the  problems  of  mixing 
disabled  populations  and  elderly  populations.  I  will  talk  more  about 
that  under  questioning.  It  is  a  very  serious  problem,  and  we  will 
use  these  certificates  for  mobility,  to  give  people  choices  about 
where  they  want  to  live. 

We  have  a  very  successful  effort  under  way  in  Chicago.  And,  as 
I  told  you  earlier,  we  are  using  the  certificates  in  the  Los  Angeles 
earthquake  because  it  is  the  only  way  we  can  get  people  into  hous- 
ing. That  is  a  dramatic  increase,  from  40,000  to  an  incremental  in- 
crease to  70,000. 

One  part  of  that  increase  you  see  listed  as  pension  fund  certifi- 
cates. What  that  represents  is  our  program  to  match  up  with  pen- 
sion funds.  If  you  will  bear  with  me  for  30  seconds,  I  want  to  de- 
scribe this  because  it  has  massive  potential,  and  I  just  had  a  meet- 
ing with  a  different  group  of  persons  on  this  yesterday. 

We  are  going  to  take  certificates,  make  apartments  viable.  In 
other  words,  they  now  become  a  business  proposition  because  the 
Federal  Government  is  assuring  that  there  is  going  to  be  a  stream 
of  tenants,  and  they  will  pay  their  bills.  So  now  pension  funds  can 
put  massive  sums  of  money  to  make  those  developments  possible. 

Our  first  year,  with  $100  million,  we  are  going  to  generate  over 
$1  billion  worth  of  actual  housing  construction.  Because  we  put 
$100  million  worth  of  certificates,  in  this  case  the  AFL-CIO  pension 
system  will  invest  $600  million  of  their  actual  money,  and  then 
banks  will  invest  another  $500  million.  So  we  end  up  with  some- 
thing over  $1.1  billion  worth  of  housing  for  being  able  to  fund  cer- 
tificates that  assure  there  is  going  to  be  a  stream  of  renters. 

We  think  by  expanding  that  to  $500  million — you  see,  we  go  from 
100  last  year  to  500  this  year— do  you  want  to  point  that  out, 
Bruce — from  100  to  500 — that  we  will  be  able  to  generate  literally 
billions  of  dollars  worth  of  leveraged  housing  production.  And  we 
are  now  talking  to  the  National  Conference  of  Public  Employee 


Pensions.  That  is  all  of  the  city  and  State  pension  systems.  We  will 
be  working  with  foundations  that  have  endowment  capital,  private 
companies  that  invest  capital,  like  insurance  companies,  and  trying 
to  persuade  them  that  investing  in  affordable  housing  is  a  way  we 
can  build  a  lot  of  housing. 

And  we  will  quintuple  the  amount  of  money  for  Federal  housing 
production  with  devices  such  as  this.  So  we  ask  your  permission  to 
continue  to  expand  that  program. 

The  multifamily  insurance  program  increases  and,  unfortunately, 
we  had  to  make  a  cut  in  the  HOME  program,  which  is  a  housing 
program  like  Community  Development  Block  Grant.  And  it  is  re- 
duced, frankly,  because  it  has  not  been  utilized  as  extensively  as 
it  should  be,  yet  it  will  be  in  due  course,  but  the  expertise  is  not 
there  just  yet. 

The  fourth  priority  is  fair  housing.  Bruce,  I  am  not  sure  the 
Congresspersons  can  see  it  from  that  distance.  You  might  want  to 
walk  it  up  to  the  edge  of  this  table. 

What  you  see  there  is  a  commitment  to  increase  the  Moving  to 
Independence,  which  is,  again,  counseling  programs  that  help  to 
allow  people  to  make  a  transition. 

Fair  housing  enforcement  goes  up.  That  includes  a  new  collabora- 
tion with  the  Justice  Department,  with  the  Federal  Reserve,  with 
the  Office  of  the  Comptroller  of  the  Currency  to  focus  on  fair  hous- 
ing. 

A  program  we  are  calling  metropolitan-wide  strategies,  which  is 
to  work  with  a  whole  metropolitan  area,  its  council  of  governments 
or  its  metropolitan  governments,  and  share  the  responsibility  vol- 
untarily, share  the  responsibility  for  fair  housing  across  the  metro- 
politan area. 

We  are  never  going  to  be  able  to  solve  the  problem  of  divisions 
in  America,  racial  and  income  divisions,  unless  we  think  on  a  met- 
ropolitan-wide basis.  Relegating  everybody  to  the  worst  central  city 
neighborhoods,  the  poorest  people  to  the  worst  central  city  neigh- 
borhoods, is  a  formula  for  disaster,  not  only  for  those  folks  but  for 
our  country.  We  end  up  more  divided,  and  we  end  up  with  schools 
that  do  not  work,  and  we  end  up  with  neighborhoods  overly  con- 
centrated in  crime,  crime  that  is  constrained. 

And  there  are  communities  that  are  willing  to  talk  about  metro- 
politan strategies.  We  want  to  work  with  those,  and  I  think  you 
will  find  some  very  innovative  examples  of  success  over  the  years. 

Finally,  persons  with  disabilities.  This  is  an  effort  to  extend  as- 
sistance to  persons  with  disabilities  so  that  we  do  not  have  the 
problem  of  persons  with  disabilities  being  forced  to  live  in  elderly 
housing  because  there  is  no  other  housing  for  them,  with  the  result 
that  you  have  older  persons  in  their  years  of  frailty  matched  with 
persons  who  are  defined  as  disabled,  sometimes  physical  disabil- 
ities but  often  a  mental  disability,  a  clinical  schizophrenia  case, 
drug  addiction  case,  all  of  which  are  defined  by  law  as  disabilities. 

But  when  you  match  a  35-year-old  with  a  drug  problem  and  an 
80-year-old  frail  elderly  in  the  same  housing,  and  one  of  them  likes 
heavy  metal  music  and  the  other  just  wants  to  be  left  alone,  it  is 
a  very  difficult  set  of  problems.  And  we  think  we  can  only  deal  with 
this  by  making  sure  enough  money  is  there  for  disabled  housing. 
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Many  of  you  have  dealt  with  this  problem,  no  doubt,  in  your  dis- 
tricts. 

The  final  priority,  from  among  our  programmatic  priorities,  is  to 
help  communities  empower  themselves.  You  will  see  the  commit- 
ment to  the  Community  Development  Block  Grant  Program  remain 
constant,  though  we  are  asking  for  a  set-aside  for  a  program  we  are 
calling  Neighborhood  Lift,  which,  instead  of  just  tendering  the 
money,  as  CDBG  does,  in  block  form,  would  allow  us  to  work  with 
communities  in  targeting  the  money  for  economic-development-re- 
lated projects,  where  some  specific  emphasis  is  required  on  a  neigh- 
borhood industry  or  a  neighborhood  retail  opportunity  or  another 
job  producer. 

The  empowerment  zones  is  our  big  priority  for  this  year.  Among 
our  new  programs  it  will  be  highly  visible,  publicized,  involve  104 
communities  across  the  country,  and  this  is  the  funding  for  our 
portion  of  it,  a  community  viability  fund  which  will  allow  us  to 
work  with  community  organizations  as  well  as  to  fund  economic 
strategies  for  entire  metropolitan  areas. 

The  truth  of  the  matter  is  that  the  urban  crisis  in  many  places 
is  really  a  loss  of  economic  function.  Many  communities  have  just 
lost  the  base  of  jobs,  the  steel  industry  or  manufacturing  that  was 
their  reason  for  existence,  and  they  need  help  in  working  on  an 
economic  strategy  that  is  tied,  then,  to  a  community  development 
and  housing  strategy. 

You  also  see  there  a  commitment  to  what  we  are  calling  eco- 
nomic revitalization,  which  is  a  loan  program.  This  is  to  leverage 
a  loan  program  called  the  108  loan  program  that  now  exists.  We 
are  adding  to  that.  And  we  are  adding  $100  million  for  what  are 
arguably  the  worst  housing  conditions  in  America.  And  those  are 
people  who  live  in  rural  settings,  in  extreme  poverty,  frequently 
without  electricity,  without  water,  without  paved  streets,  with  only 
water  drawn  from  wells  that  frequently  are  toxic,  along  the  U.S.- 
Mexico border.  Also  available  for  other  rural  programs  across  the 
country  but  really  for  conditions  that  are  these  very,  very  worst. 

Finally,  among  these  priorities  we  need  assistance,  obviously,  in 
bringing  this  big  bureaucracy  that  is  HUD  in  disrepute  to  a  level 
of  performance,  and  that  means  staffing.  And  you  will  see  our  mod- 
est increase  in  staffing  there. 

Training,  a  major  commitment  to  training.  We  want  to  set  up  a 
capacity  to  train  our  field  offices  and  field  personnel  with  tele- 
conferencing capability  so  that  we  can  save  money  by  offering 
courses  in  their  offices  from  the  headquarters  by  television  as 
against  travel  expenses  of  bringing  people  back  here  or  the  lack  of 
productivity  that  comes  from  not  training  them  at  all. 

And,  finally,  the  systems  development  to  meet  the  management 
deficiencies. 

Let  me  then  summarize  by  hitting  the  highlights.  And  I  want  to 
just  close,  Mr.  Chairman,  by  building  on  your  theme  that,  while 
this  is  not  a  lot  of  new  money  in  the  HUD  budget,  it  is  money  dif- 
ferently spent.  It  sets  new  directions. 

We  are  doubling  the  increase  for  homelessness.  That  had  to  come 
from  somewhere,  so,  obviously,  that  is  a  reprioritization.  We  believe 
no  one  is  hurting  more  than  the  people  who  are  on  the  streets. 
There  is  no  more  visible  indicator  of  America's  problems  than  a 


country  that  cannot  house  people,  and  so  we  have  made  that  our 
first  priority. 

Within  public  housing,  we  are  funding  our  new  tenant  oppor- 
tunity program,  the  new  economic  student  grants,  youth  build,  a 
youth-oriented  program.  All  of  these  are  increases. 

In  homeownership  priority,  we  are  targeting  an  increase.  It  is  for 
homeownership  counseling  and  putting  in  place  the  homeownership 
trust  that  I  pointed  out. 

In  rental  housing,  we  are  increasing  the  authority  for  the  Section 
8  rental  assistance  program  to  virtually  double,  from  $1.3  billion  to 
$2.7  billion,  and  the  incremental  number  of  units  goes  from  40,000 
to  70,000.  We  are  also  setting  aside  certificates  for  the  pension 
leveraging  demonstrations  that  continue,  and  I  think  you  will  see 
those  pick  up  speed  dramatically. 

Fair  housing  increases  significantly  to  provide  counseling  to  Sec- 
tion 8  recipients.  Fair  housing  assistance  and  metropolitan-wide 
strategies,  persons  with  disabilities  and  community  empowerment 
goes  up  because  of  our  commitment  to  the  empowerment  zones  as 
well  as  to  these  economic  revitalization  programs. 

The  final  chart  you  will  see  indicates  the  areas  from  which 
money  has  been  taken  and  the  savings.  We  are  saving  money  by 
improving  the  verification  of  tenant  incomes  in  public  and  assisted 
housing,  and  the  result  is  something  like  $1.5  billion. 

We  are  reducing  Section  8  fair  market  rents,  that  is  to  say,  re- 
ducing the  rents  that  we  are  willing  to  pay  to  apartment  owners 
when  we  issue  Section  8  certificates.  It  is,  I  think,  a  difficult  call, 
but  a  1-year  or  short-term  freezing  of  rent  levels  is  not  going  to 
damage  the  program. 

Obviously,  this  cannot  be  done  forever.  In  fact,  out  in  California, 
apartment  owners  have  talked  to  me  about  the  fact  that,  in  their 
view,  we  do  not  allow  high  enough  rents.  But  we  think  we  can  na- 
tionally freeze  those  for  a  year  and  not  pay  too  strong  a  price. 

We  are  limiting  some  of  the  high-cost  units,  new  construction 
and  substantial  rehabilitation  in  this  effort,  refinancing  debt,  de- 
creasing loan  management  units,  reducing  Section  8  administrative 
fees  to  the  housing  authorities  who  run  the  program,  capping  rent 
increases  for  stayers  and  creating  new  Federal  preferences  for 
working  families.  And  we  save  some  money  in  the  process.  So  those 
are  some  of  the  savings. 

And  I  have  talked  through  some  of  the  areas  where  we  have  had 
program  reductions.  Obviously,  speaking  now  as  the  head  of  a  de- 
partment in  an  era  of  deficit  reduction,  it  is  very  difficult  to  meet 
the  priorities  that  we  confront  across  the  country  to  try  to  turn 
communities  around  without  substantial  amounts  of  money.  So  we 
have  had  to  make  some  very  hard  choices  about  where  we  can 
spend  our  dollars  best,  and  we  think  we  have  made  the  right  deci- 
sions in  terms  of  emphasizing  homelessness  and  boosting  up  ways 
in  which  we  can  give  people  maximum  choice. 

We  have  not  cut  to  the  quick  in  such  things  as  public  housing, 
new  construction  or  modernization  but  are  asking  for  a  year  hiatus 
so  we  can  help  flush  the  pipeline  of  money  that  is  in  it.  We  do  not 
think  we  will  see  the  effects  in  the  communities  by  suspending  for 
a  year,  but  it  does  give  us  a  year  to  sort  of  catch  up,  set  these  new 
priorities,  and  in  the  future  budget  we  may  have  to  change  prior- 
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ities  and  come  back  and  pick  up  some  of  these  areas  where  we  are 
behind. 

This  is  a  1-year  budget  to  give  us  some  flexibility  for  future 
years.  Given  out  constraints,  we  beHeve  that  it  is  not  only  the  best 
package  we  could  put  together,  but  the  only  choice  we  could  have 
made. 

Thank  you  very  much. 

[The  prepared  statement  of  Hon.  Henry  G.  Cisneros  follows:! 

Prepared  Statement  of  Hon.  Henry  G.  Cisneros,  Secretary,  Department  of 

Housing  and  Urban  Development 

Chairman  Sabo,  I'm  pleased  to  have  this  opportunity  to  appear  before  you  and 
the  House  Budget  Committee  to  present  the  Department  of  Housing  and  Urban  De- 
velopment's budget  that  President  Clinton  and  I  propose  for  Fiscal  Year  1995. 

Before  presenting  the  highlights  of  the  HUD  budget,  I  would  like  to  make  some 
key  points  about  the  President's  overall  budget  proposal  and  how  it  relates  to  the 
Administration's  economic  plan. 

The  President's  economic  plan  has  laid  the  foundation  for  long-term  growth  and 
prosperity,  and  his  budget  is  key  to  its  success.  It  is  disciplined,  with  spending  cuts 
to  reduce  the  deficit,  and  targeted  investments  to  generate  economic  growth. 

Under  President  Clinton  the  budget  deficit  fell  in  1993  and  will  fall  again  in  1994 
and  1995,  the  first  time  that  the  deficit  has  declined  three  years  in  a  row  since 
Harry  Truman  was  President.  The  projected  deficit  for  1995  is  40  percent  lower 
than  originally  forecast,  due  to  the  improved  economy  and  the  President's  fiscal  dis- 
cipline. 

At  the  same  time,  long-term  interest  rates  have  dropped  a  full  point  since  Presi- 
dent Clinton  took  office  one  year  ago,  and  the  economy  grew  at  2.9  percent,  more 
than  double  the  rate  of  growth  during  the  prior  Administration.  This  translates  into 
two  million  jobs  created  in  1993,  1.7  million  in  the  private  sector,  700,000  more  than 
all  the  private  jobs  created  in  the  previous  four  years.  Inflation  is  the  lowest  in 
nearly  a  decade. 

Particularly  gratifying  for  the  Department  of  Housing  and  Urban  Development, 
single  family  housing  production  and  home  sales  rose  dramatically  in  1993,  more 
than  5  million  homeowners  saved  hundreds  of  dollars  every  month  by  refinancing 
their  mortgages,  and  after  a  dozen  years  of  decline  and  stagnation,  the  national 
homeownership  rate  rose  four-tenths  of  a  percent  in  1993,  the  largest  increase  since 
1980.  And  much  of  the  increase  was  for  young  families  in  their  20s  and  30s,  the 
groups  hardest  hit  by  affordability  problems  during  the  previous  decade. 

The  President's  budget  tightly  freezes  overall  spending  at  1993  levels,  and  makes 
hard  choices  about  spending  cuts  and  savings  in  order  to  pay  for  key  investments. 
Seven  of  the  14  departments  have  been  cut;  HUD  is  one  that  has  received  a  budget 
increase.  More  than  300  programs  are  cut  below  last  year,  and  over  100  have  been 
terminated.  Personnel  levels  are  cut  by  118,000  from  the  beginning  of  1993,  exceed- 
ing the  President's  executive  order  by  18  percent  and  putting  the  Administration 
way  ahead  of  schedule  for  achieving  the  personnel  reductions  by  the  end  of  the  dec- 
ade called  for  in  the  National  Performance  Review. 

These  hard  choices  and  difficult  trade-offs  have  paid  for  key  investments  to 
produce  a  healthy  and  growing  economy  in  the  coming  decade,  with  increases  of 
$2.7  billion  for  technology,  research,  and  infrastructure,  $3.3  billion  for  education 
and  training,  $2.7  billion  for  fighting  crime,  $1.3  billion  for  health  care,  and  $1.4 
billion  for  environmental  improvement  and  protection.  All  told,  investments  are  up 
by  nearly  $15  billion. 

What  we  have  done  at  HUD  fully  reflects  the  President's  commitments. 

Overall,  HUD's  budget  authority  and  outlays  grow  in  1995  despite  the  immediate 
and  out-year  restraints  imposed  by  the  Omnibus  Budget  Reconciliation  Act  of  1993. 
Our  budget  authority  increases  by  $1  billion  to  $26.1  billion;  our  outlays  increase 
by  $2  billion  to  $29.5  billion. 

Outlays  from  1996-99  are  essentially  frozen  to  meet  the  deficit  reduction  goals  of 
that  Act,  goals  President  Clinton  and  I  are  committed  to  achieving  to  help  ensure 
a  strong  and  growing  economy. 

To  fit  within  these  tight  ceilings,  we  have  pursued  a  methodical,  disciplined  deci- 
sion-making process. 

We  have  determined  clear  priorities  and  used  them  to  guide  our  budget,  program, 
and  management  decisions. 
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We  have  made  hard  choices,  tough  spending  cuts,  and  entrepreneurial  program  sav- 
ings to  pay  for  substantial  investments  in  our  key  priorities. 

We  have  reorganized  our  field  structure  and  found  many  ways  to  do  more  with  less 
people  through  service  oriented,  performance-driven  results  management,  and 
partnerships  with  communities  and  the  people  we  serve. 

We  are  taking  steps,  in  short,  to  truly  reinvent  HUD.  In  our  reinventing  we  have 
emphasized  six  fundamental  priorities  for  the  Department.  Reducing  Homelessness; 
Turning  Around  Public  Housing;  Expanding  Housing  Production  and  Preserving  the 
Supply  of  Affordable  Housing;  Expanding  Fair  Housing  for  All;  Helping  Commu- 
nities Empower  Themselves;  and.  Bringing  Excellence  to  Management. 

REDUCING  HOMELESSNESS 

Our  number  one  priority  at  HUD  is  to  help  those  least  able  to  help  themselves 
escape  the  trap  of  homelessness,  and  the  budget  we  propose  more  than  doubles  our 
FY  1994  funding,  reflecting  our  strong  commitment  to  this  priority.  The  total  FY95 
request  is  $1,764  billion. 

HUD  is  committed  to  reducing  the  number  of  homeless  Americans  through  part- 
nerships with  state  and  local  governments,  the  private  sector,  nonprofit  organiza- 
tions and  community  groups. 

We  are  changing  the  way  the  Federal  government  responds  to  the  diverse  needs 
of  homeless  people.  The  current  system  will  be  replaced  by  a  comprehensive  "contin- 
uum of  care"  approach.  This  approach  links  homeless  adults  and  children  with  serv- 
ices, and  helps  communities  design  and  implement  systems  that  enable  homeless 
persons  to  move  from  emergency  shelter  to  transitional  housing  to  permanent  hous- 
ing, jobs,  and  self-sufficiency. 

We  are  requesting  $1.12  billion  for  reorganized  McKinney  grants  to  support  this 
comprehensive  continuum  of  care  approach,  by  closely  coordinating  or  combining  the 
various  homeless  programs  administered  by  HUD.  It  will  give  communities  much 
greater  flexibility  to  focus  on  the  programs  that  best  fit  local  needs. 

Our  new  approach  will  make  administration  of  homeless  programs  more  efficient 
and  more  responsive  to  local  needs,  and  will  allow  us  to  save  on  administrative  costs 
and  shift  that  savings  to  directly  serving  the  homeless  population. 

The  Administration's  request  is  the  largest  amount  ever  proposed  for  Federal 
homeless  programs. 

Our  budget  also  requests  over  $514  million  for  15,000  5-year  certificates  to  help 
previously  homeless  families  obtain  permanent  rental  housing.  These  certificates 
will  provide  the  vital  link  in  the  continuum  of  care  that  helps  homeless  families 
make  the  successful  transition  from  temporary  shelter  to  permanent  housing. 

The  Budget  also  proposes  $130  million  for  the  Emergency  Food  and  Shelter  pro- 
gram. Administration  of  this  program  will  be  shifted  from  FEMA  to  HUD,  thus  fur- 
ther expanding  our  ability  to  respond  to  the  crisis  of  homelessness. 

TURNING  AROUND  PUBLIC  HOUSING 

HUD  has  begun  a  multi-year  effort  to  revitalize  the  Nation's  worst  public  housing 
developments. 

We  have  the  opportunity,  in  city  after  city,  to  literally  transform  the  urban  land- 
scape by  converting  high-rise,  overly  concentrated  developments  into  safe  and  proud 
communities.  I  believe  these  efforts  will  present  powerful  images  of  change  that 
alter  negative  perceptions  of  public  housing. 

Our  budget  requests  $3.3  billion  for  two  critical  programs — distressed  public  hous- 
ing and  public  housing  modernization.  This  is  the  second  highest  budget  request  we 
have  ever  made  for  these  initiatives.  It  is  somewhat  less  than  last  year,  but  it  rep- 
resents continuing  serious  efforts  to  turn  around  our  public  housing  inventory. 

Reductions  in  these  programs  will  be  compensated  in  several  ways.  Some  of  it  will 
be  made  up  by  finding  more  efficient  means  to  utilize  these  programs.  For  example, 
we  intend  to  propose  legislation  enabling  public  housing  authorities  to  use  pre- 
viously obligated  modernization  funds  to  demolish  and  replace  dilapidated  units 
where  it  is  cost-effective. 

We  will  also  work  with  and  encourage  public  housing  authorities  to  leverage  Fed- 
eral funds  with  additional  investments  such  as  bond  financing  and  other  public  and 
private  sources  of  capital. 

Public  housing  has  the  opportunity  to  present  the  best  of  entrepreneurship  and 
innovation  in  this  country. 

Our  budget  includes  a  series  of  initiatives  designed  to  support  resident  organiza- 
tions, make  public  housing  safe  and  help  residents  make  the  transition  to  work. 


12 

The  budget  seeks  the  use  of  $85  milHon  of  public  housing  modernization  funds  for 
a  new  Tenant  Opportunity  Program  (TOP)  to  encourage  the  growth  of  resident 
organizations  for  management,  training,  Youth  Corps,  and  other  initiatives  to 
promote  selfsufficiency. 

The  budget  request  $265  milHon  for  the  Community  Partnership  Against  Crime 
(COMPAC)  initiative.  COMPAC  builds  on  the  Public  Housing  Drug  Elimination 
Grant  program  by  broadening  the  level  of  community  involvement  and  the  scope 
of  eligiole  anti-crime  activities,  from  community  policing,  to  security  equipment, 
to  youth  education  and  services.  It  is  an  integral  part  of  Operation  Safe  Home, 
our  major  effort  to  rid  public  and  assisted  housing  developments  of  drug  deal- 
ing, gang  violence,  and  administrative  corruption. 

We  also  are  requesting  $134  million  to  help  residents  gain  employment  in  produc- 
tive jobs  by  linking  the  physical  improvements  and  operations  of  public  housing 
with  job  training,  employment,  and  education  opportunities.  For  the  first  time, 
the  Department  is  taking  seriously  the  mandate  of  Section  3  of  the  Housing  and 
Urban  Development  Act  of  1968  that  jobs  and  training  opportunities  generated 
by  HDD's  housing  and  community  development  programs  directly  benefit  low- 
income  residents. 

This  $134  million  includes  $26  million  to  create  Public  Housing  Family  Investment 
Centers  for  job  training  and  placement  assistance  for  low-income  residents  and 
$25  million  for  a  new  program  of  Economic  Development  Centers  to  increase  ef- 
forts to  create  jobs  and  community  businesses. 

The  Jobs  for  Residents  initiative  also  includes  funds  for  service  coordinators  to  im- 
prove delivery  of  a  wide  variety  of  key  services  to  public  housing  residents,  child 
care  grants  to  expand  day  care  programs,  and  Youthbuild,  a  new  construction 
jobs  program  for  teenagers  and  young  adults. 

Finally,  the  budget  calls  for  $2,496  billion  for  public  housing  operating  subsidies 
for  FY  1995.  This  reduction  will  be  partly  offset  by  expanded  funding  for  programs 
to  improve  the  economic  self-sufficiency  of  the  residents,  creating  more  jobs  and 
business  opportunities  and  a  more  balanced  income  mix  to  strengthen  the  economic 
base  for  public  housing  residents  and  the  public  housing  authorities  that  collect  the 
rents. 

ENSURE  HOUSING  PRODUCTION  AND  PRESERVE  THE  SUPPLY  OF  AFFORDABLE  HOUSING 

The  new  HUD  goals  are  to  increase  opportunities  for  homeownership  among  low, 
moderate,  and  middle-income  families  and  individuals;  to  expand  the  availability  of 
affordable  rental  housing;  and  to  preserve  good  quality  multifamily  housing  as  an 
affordable  housing  resource. 

Much  has  already  been  accomplished.  FHA  had  its  second  best  year  in  its  60  year 
history,  insuring  more  than  one  million  mortgages,  including  400,000  for  first-time 
homebuyers.  These  400,000  new  homeowners  equaled  the  number  represented  by 
the  1993  increase  in  the  national  homeownership  rate,  a  fitting  reminder  of  the  im- 
portant role  FHA  can  play  in  expanding  affordable  opportunities,  particularly  for 
young  families. 

HUD,  and  especially  FHA,  once  again  has  become  a  positive  force  for  affordable 
housing  and  homeownership  in  America,  and  will  forge  new  partnerships  to  unlock 
private  capital  sources  for  housing  production  and  preservation. 

FHA  insurance  remains  the  primary  means  for  low-  and  moderate-income  families 
to  get  the  mortgage  financing  they  need  to  buy  a  home.  This  is  particularly  true 
for  first-time  homebuyers  and  others  who  are  excluded  from  the  private  mortgage 
market. 

Our  budget  is  designed  to  strengthen  FHA's  overall  financial  position,  and  en- 
hance its  ability  to  serve  neglected  segments  of  the  market. 

The  budget  calls  for  commitment  levels  of  $84.5  billion  for  FHA's  insurance  au- 
thority for  single-family  mortgage  loans  under  the  Mutual  Mortgage  Insurance  fund. 
This  will  permit  HUD  to  continue  expanding  our  basic  program  for  affordable  home- 
ownership. 

The  budget  proposes  a  commitment  ceiling  for  the  Government  National  Mortgage 
Association  of  $130  billion.  GNMA's  mortgage-backed  securities  attract  additional 
investment  capital  for  affordable  housing  by  expanding  the  secondary  market  for 
home  loans  insured  or  guaranteed  by  the  FHA,  the  Veterans  Administration,  and 
the  Farmers  Home  Administration. 

We  are  requesting  $100  million  for  the  National  Homeownership  Trust.  This  im- 
portant program  will  provide  low-  and  moderate-income  first-time  homebuyers  with 
vitally  needed  downpayment  and  closing  cost  assistance,  interest  rate  subsidies,  and 
other  aid  to  meet  the  initial  costs  of  homeownership.  HUD  will  work  with  State 
housing  agencies  to  manage  this  program. 
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The  budget  proposes  to  increase  from  $12  million  to  $50  million  funding  for 
HUD's  counseling  program  to  help  prepare  low-  and  moderate-income  families  to 
make  the  transition  to  homeownership.  This  is  a  key  element  of  Project  Transition, 
our  new  strategy  for  assisting  low-income  families  to  achieve  economic  self-suffi- 
ciency through  private  homeownership  and  career  advancement.  Financial  institu- 
tions and  community  groups  both  attest  to  the  effectiveness  of  homeownership  coun- 
seling for  enabling  eligible  renters  to  qualify  for  home  loans  and  assume  the  long- 
term  responsibilities  oi  owning  a  home. 

The  Budget  consolidates  HOPE  2  and  HOPE  3  into  one  program  of  HOPE  Home- 
ownership  Grants  to  streamline  administration,  and  it  requests  $100  million  for  FY 
1995. 

The  budget  more  than  doubles  the  level  of  incremental  rental  assistance  of  FY 
1994  to  over  $2.7  million  in  1995,  representing  an  additional  70,000  Section  8  cer- 
tificates. These  include:  45,000  Section  8  rental  certificates  that  can  be  used  for 
Moving  to  Independence,  which  combines  rental  assistance  with  mobility  counseling 
to  enable  low-income  families  living  in  areas  with  high  concentrations  of  poverty 
and  racial  isolation  to  have  a  real  opportunity  to  move  to  new  neighborhoods;  15,000 
certificates  to  help  the  homeless  find  permanent  housing,  an  essential  component 
of  our  comprehensive  continuum  of  care  strategy;  5,000  certificates  to  support  dis- 
abled individuals  in  their  quest  for  independent  living  and  self-sufficiency;  and 
5,000  certificates  for  pension  fund  affordable  housing  investment  partnerships. 

This  substantial  increase  is  a  five-fold  expansion  of  support  for  our  new  pension 
fund  initiative.  The  program,  which  attracts  new  sources  of  private  capital  for  multi- 
family  housing,  is  slated  for  $514  million  for  5,000  15-year  project-based  rental  cer- 
tificates to  leverage  up  to  $2  billion  in  pension  fund  investments  for  affordable  hous- 
ing. 

In  addition,  we  are  requesting  $152  million  in  credit  subsidy  for  FHA's  multifam- 
ily  insurance  programs  to  help  support  FHA's  risk-sharing  demonstration  with  State 
housing  finance  agencies,  Fannie  Mae  and  Freddie  Mac,  and  other  well-capitalized 
entities.  This  initiative  can  have  a  significant  impact  by  building  on  the  capacity 
of  government-sponsored  enterprises  and  others  in  the  multifamily  market  to  fi- 
nance production  and  preservation  of  affordable  rental  housing. 

We  also  are  requesting  $1  billion  for  the  HOME  Investment  Partnerships  pro- 
gram. In  the  past  year  we  have  made  important  strides  in  streamlining  this  pro- 
gram and  making  it  more  workable  at  the  state  and  local  level.  We  will  continue 
to  maintain  a  serious  commitment  to  HOME  as  a  flexible  tool  to  support  the  produc- 
tion and  preservation  of  affordable  housing  in  the  years  ahead. 

ENSURING  FAIR  HOUSING  FOR  ALL 

HUD  is  committed  to  combating  discriminatory  practices  in  the  marketplace  and 
in  federal  programs.  Families  and  individuals  have  a  right  to  live  in  neighborhoods 
of  their  choice,  and  to  do  so  we  must  ensure  that  communities  have  fair  access  to 
private  and  public  capital  and  to  homeowners  insurance. 

We  are  vigorously  enforcing  the  nation's  fair  housing  laws  and  we  are  committed 
to  creative  metropolitan  housing  and  community  development  strategies  to  ensure 
housing  choice  for  all.  In  the  past  year  we  have  taken  tough  measures  to  integrate 
public  housing  in  Vidor,  Texas,  and  to  make  sure  that  mortgage  companies  observe 
fair  housing  and  lending  laws.  We  are  working  closely  with  the  Department  of  Jus- 
tice and  the  federal  financial  regulators  to  move  forward  with  this  agenda.  As  I 
have  said  in  previous  Congressional  testimony,  at  HUD  we  are  changing  the  ways 
we  do  business,  and  we  mean  business.  Our  recent  Fair  Housing  Summit  under- 
scored our  commitment  to  expand  community-based  and  metropolitan-wide  fair 
housing,  fair  lending,  and  fair  insurance  partnerships. 

The  budget  we  propose  will  advance  geographic  mobility,  neighborhood  oppor- 
tunity, and  residential  diversity. 

We  are  requesting  $149  million  for  Moving  to  Independence  counseling  grants  to 
help  low-income  families  pursue  real  choices  about  where  they  can  live,  and  not  be 
confined  to  poverty  communities  or  racially  concentrated  neighborhoods. 

We  are  also  asking  for  $33  million  to  expand  support  for  the  Fair  Housing  Initia- 
tives (FHIP)  and  the  Fair  Housing  Assistance  (FHAP)  programs.  These  two  initia- 
tives enable  HUD  to  provide  support  for  nonprofit  groups  and  State  and  local  gov- 
ernments in  aggressive  testing  and  enforcement  of  the  Nation's  fair  housing  laws. 
Part  of  these  funds  will  help  HUD  expand  its  fair  housing  enforcement  activities 
into  such  critical  areas  as  mortgage  discrimination  and  insurance  redlining. 

For  the  first  time,  the  budget  asks  for  $24  million  for  metropolitan-wide  assisted 
housing  strategies.  This  program  will  support  demonstration  projects  implementing 
comprehensive  residential  choice  strategies.  We  will  assist  private,  nonprofit  organi- 
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zations  that  are  working  to  expand  housing  opportunities  for  low-income  famiUes  by 
coordinating  tenant  selection,  assignment,  and  counseling  services  throughout  the 
metropolitan  area. 

Our  budget  also  requests  $557  million  for  two  housing  programs  designed  to  help 
persons  with  disabilities.  This  includes  $387  million — the  FY  1994  enacted  level— 
for  the  Section  811  program  to  build  service-enriched  affordable  multifamily  hous- 
ing, and  a  set-aside  of  $170  million  for  5,000  rental  certificates  for  persons  with  dis- 
abilities to  achieve  independent  living  and  greater  self-sufficiency. 

HELPING  COMMUNITIES  EMPOWER  THEMSELVES 

HUD's  budget  represents  a  strong  investment  in  the  rebirth  of  communities.  We 
are  redesigning  our  programs  to  give  communities  the  flexibility  to  develop  strate- 
gies tailored  to  local  needs,  while  delivering  the  tools  and  resources  they  need  to 
carry  out  these  strategies. 

We  are  emphasizing  comprehensive,  integrated  solutions  that  help  build  thriving 
economies,  affordable  housing,  safe  streets,  accessible  transportation,  civic  pride, 
recreational  facilities — all  of  the  components  necessary  for  community  success. 

We  have  a  strong  commitment  to  sustain  the  Community  Development  Block 
Grant  program  (CDBG),  and  therefore  propose  $4.4  billion — maintaining  the  sub- 
stantial 1994  level — with  a  $200  million  set-aside  for  the  Neighborhood  LIFT  initia- 
tive, that  will  help  support  vitally  needed  development  of  retail,  commercial,  and 
mixed-use  projects  in  low-income  communities. 

For  the  President's  new  Empowerment  Zones  and  Enterprise  Communities  initia- 
tive, we  propose  $500  million.  The  HUD  funds  will  complement  other  Federal  re- 
sources, especially  to  encourage  affordable  housing  and  economic  development 
projects  in  this  important  national  experiment  in  community  revitalization. 

We  are  requesting  $150  million  for  our  new  Community  Viability  Fund  to  help 
build  the  organizational  capacity  of  community-based  groups  and  institutions,  to 
strengthen  the  civic  culture,  fund  the  design  and  development  of  public  amenities, 
and  support  the  strategic  planning  essential  for  neighborhood  growth. 

From  this  fund  we  propose  $20  million  to  reauthorize  the  National  Community 
Development  Initiative  (NCDI),  which  has  been  very  effective  in  increasing  the  ca- 
pacity of  community  development  corporations  (CDCs).  This  investment  will  match 
$60  million  in  philanthropic  funds — and  the  combined  pool  of  $80  million  is  lever- 
aged at  the  neighborhood  level  to  support  locally-initiated  affordable  housing  and 
community  development  activities. 

We  are  requesting  $150  million  in  Economic  Revitalization  Grants  to  assist  the 
financing  of  projects  under  HUD's  Sectionl08  loan  guarantee  program.  These  grants 
can  be  used  to  support  local  government  expansion  of  the  108  program,  leveraging 
up  to  $2  billion  a  year  for  a  wide  variety  of^  economic  and  community  development 
needs. 

Some  of  the  absolutely  worst  living  conditions  are  in  the  colonias  along  our  border 
with  Mexico.  We  are  requesting  $100  million  for  a  new  program  to  support  the  com- 
munity development  needs  of  tnese  distressed  settlements,  which  are  marked  by  in- 
adequate roads  and  drainage,  inadequate  or  nonexistent  water  and  sewer  facilities, 
and  substandard  housing.  "To  receive  assistance,  eligible  areas  must  develop  a  com- 
prehensive plan  for  the  use  of  HUD  funds  in  conjunction  with  other  Federal  and 
State  resources  to  help  meet  critical  housing,  infrastructure,  and  social  service 
needs. 

BRINGING  EXCELLENCE  TO  MANAGEMENT 

HUD  has  inherited  an  agency  racked  by  long-standing  management  deficiencies. 
Three  systemic  weaknesses — the  lack  of  adequate  information  systems,  the  absence 
of  sufficient  internal  controls  and  the  mismatch  between  resource  needs  and  trained 
personnel — severely  inhibit  HUD's  ability  to  function  as  an  effective  partner.  The 
budget  will  buttress  HUD's  efforts  to  remedy  these  and  other  serious  deficiencies. 

HUD's  full-time  employee  levels  will  actually  increase  in  FY  1995.  The  Adminis- 
tration has  recognized  the  special  circumstances  of  this  Department.  These  include 
its  inheritance  of  severe  material  weaknesses  such  as  multifamily  loan  servicing  and 
multifamily  property  disposition,  which  if  not  addressed  adequately  could  drive  up 
federal  liabilities.  It  also  includes  new  initiatives  like  empowerment  zones,  fair 
housing  enforcement  and  distressed  public  housing  which  are  signature  initiatives 
of  the  new  Administration. 

The  budget  for  FTEs  for  new  activities  will  primarily  come  from  shifting  them 
from  now  defunct  activities  such  as  regional  oversight.  These  staff  will  need  to  be 
trained  to  carry  out  their  new  responsibilities.  Our  FY  95  budget  seeks  $1.7  billion 
increase  in  funding  for  training  activities.  This  increase  will  help  support  the  re- 
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cently  created  HUD  Training  Academy,  which  will  aid  the  professional  development 
of  both  HUD  employees  and  those  who  use  our  programs.  Finally,  additional  fund- 
ing will  be  available  for  systems  development  and  integration. 

SAVINGS  FROM  PROGRAM  REFORMS 

The  budget  proposes  a  series  of  program  reforms  which  will  save  over  $436  mil- 
lion in  FY  1995  outlays  and  nearly  $7  billion  in  outlays  over  the  full  5  year  budget 
cycle. 

Inclusion  of  these  reforms  were  critical  to  enable  the  Department  to  meet  the  rec- 
onciliation ceilings  in  the  out-years  and  allow  for  the  relatively  high  funding  of  the 
6  key  priorities. 

Eight  separate  reforms  are  the  most  critical: 

First,  HUD  will  use  IRS  data  to  verify  tenant  incomes,  protecting  against  under- 
reporting that  has  been  documented  by  the  General  Accounting  Office. 

Second,  HUD  will  reduce  Section  8  fair  market  rents  by  about  3  percent  nationwide. 
Subsidy  costs  would  therefore  be  reduced  as  well. 

Third,  HUD  will  not  provide  rent  increases  in  Section  8  new  construction  and  sub- 
stantial rehabilitation  projects  that  have  rents  exceeding  the  fair  market  rents. 

Fourth,  HUD  will  encourage  refinancing  of  the  high-interest  debt  carried  by  many 
older  Section  8  projects.  Refinancing  to  lower  interest  rates  will  lower  the  Sec- 
tion 8  subsidies  necessary  to  service  the  debt. 

Fifth,  HUD  will  terminate  Section  8  loan  management  subsidies  when  tenants  va- 
cate units  in  certain  properties.  Loan  management  was  meant  primarily  for 
short  term  gap  financing  to  cover  operating  deficits  in  troubled  projects,  and  has 
moved  away  from  that  mission.  This  reform  will  return  HUD  to  the  original 
program  goal. 

Sixth,  HUD  will  alter  the  system  by  which  Section  8  administrative  fees  are  set. 
The  current  system  is  overly  complex  and  structurally  flawed,  tying  fees  to  the 
fair  market  rents  which  can  fluctuate  irrespective  of  administrative  costs. 

Seventh,  HUD  will  cap  rent  increases  for  units  in  which  tenants  "stay."  This  more 
closely  tracks  the  way  rent  increases  work  in  the  private  sector.  Less  turnover 
means  less  cost  to  owners. 

Finally,  HUD  will  alter  the  federal  preference  system  to  favor  those  low-income  fam- 
ilies who  are  working  in  jobs  and  would  otherwise  meet  the  federal  preferences 
for  Section  8  and  public  housing. 

We  know  some  of  these  proposals  are  controversial.  Yet  focusing  on  program  sav- 
ings has  enabled  us  to  avoid  massive  budget  cuts  in  major  programs  to  drive  down 
outlays  over  the  5-year  period. 

OTHER  PROGRAM  REDUCTIONS 

HUD  has  also  proposed  reductions  in  a  series  of  additional  programs  to  help  meet 
the  deficit  targets. 

Preservation  would  not  be  funded  in  FY  1995;  the  Department  believes  that 
carryovers  from  prior  year  funding  are  sufficient  to  cover  the  demand  of  prepay- 
ment projects. 

Public  housing  development  would  be  funded  at  $150  million.  This  cut  would  be 
partly  offset  by  the  repeal  of  Major  Reconstruction  of  Obsolete  Projects 
(MROP) — which  generally  constituted  20%  of  the  program.  In  addition,  flexibil- 
ity proposals  will  allow  development  to  proceed  more  rapidly,  and  leveraging 
proposals  will  enable  more  units  to  be  built  with  the  same  amount  of  funding. 

Elderly  housing  would  be  funded  at  $150  million.  The  Department  believes  that 
part  of  the  cut  will  be  compensated  by  implementation  of  the  1992  Housing  and 
Community  Development  Act  which  allows  public  housing  authorities  and  own- 
ers of  federally  assisted  housing  to  designate  certain  developments  as  only  for 
elderly  occupants. 

Lead-based  paint  abatement  activities  in  private  housing  would  be  funded  at  $100 
million.  Despite  this  cut,  the  Department  remains  committed  to  moving  aggres- 
sively on  the  lead  paint  agenda  and  has  forged  ties  with  other  Federal  agencies 
and  established  a  task  force  to  explore  alternative  financing  vehicles. 

Congregate  services  would  be  limited  to  renewal  of  existing  contracts.  The  Depart- 
ment believes  that  these  services  can  be  funded  from  other  agencies  that  target 
services  to  these  groups,  supplementing  HUD's  housing  and  community  devel- 
opment programs. 
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A  REORGANIZED  HUD 

The  Department  has  embarked  on  perhaps  its  most  ambitious  reorganization 
since  its  formation  in  1965.  We  are  seeking  to  make  HUD  an  activist,  enabling 
agent  for  change  in  America's  communities. 

Key  elements  of  the  reorganization  are: 

It  is  customer-driven.  Customers  and  community  leaders  must  be  engaged  by  our 
field  offices  in  HUD's  decisionmaking  process. 

We  will  forge  new  partnerships  with  state  and  local  governments  to  ensure  better 
coordinated  delivery  of  our  programs. 

We  will  also  engage  community  residents  and  form  advisory  committees  in  the  field 
to  help  improve  HUD's  programs  to  meet  the  needs  of  individual  communities. 

There  will  be  direct  program  accountability.  Each  program  assistant  secretary  will 
be  responsible  for  carrying  out  the  execution  of  their  programs  in  the  field.  This 
means  we  will  hold  assistant  secretaries  accountable  for  meeting  performance 
goals,  based  on  a  Performance  Agreement  to  be  signed  by  the  President. 

Authority  and  responsibility  will  be  delegated.  Our  field  staff,  who  are  closest  to  our 
customers,  will  be  empowered.  Program  officials  at  the  community  level  must 
have  more  decisionmaking  authority  and  more  say  in  how  programs  are  admin- 
istered. 

Administrative  functions  will  be  consolidated  as  much  as  possible  in  our  field  offices. 

We  are  not  planing  any  mandatory  Reductions  In  Force.  No  one  should  lose  his  or 
her  job  as  a  result  of  reorganization.  All  staff  reductions  will  be  through  vol- 
untary retirement  and  attrition. 

Buyout  legislation  is  key  to  helping  HUD  solve  its  skills  mismatch  problem.  Buyouts 
will  enable  HUD  to  hire  qualified  experts  in  critical  areas,  saving  the  federal 
government  tens  of  millions  of  dollars  in  the  process. 

A  HUD  FOR  THE  1990's 

Let  me  conclude  by  outlining  five  key  principles  that  serve  as  the  basis  for  our 
budget,  program  and  management  planning — in  short,  for  Reinventing  HUD.  The 
first  principle  is  that  we  are  being  disciplined.  HUD's  budget  is  guided  by  our  six 
key  priorities.  Decisions  to  increase  and  cut  programs  are  based  on  hard  choices. 
We  have  tightened  organization  and  focused  resources  to  streamline  operations  and 
achieve  maximum  impact. 

The  second  principle  is  that  we  are  being  entrepreneurial.  HUD  is  actively  seek- 
ing partnerships  to  leverage  its  limited  budget.  Pension  funds,  foundations,  state 
housing  finance  agencies,  the  secondary  mortgage  market,  private  investors — these 
are  some  of  our  new  partners  in  sharing  risks  and  leveraging  investments  in  hous- 
ing and  communities. 

The  third  principle  is  that  we  are  being  innovative.  The  Department  is  making 
changes  to  streamline  and  improve  programs  and  experiment  with  new  ideas,  such 
as  continuum  of  care  to  deal  with  homelessness,  Jobs  for  Residents  and  Community 
Partnership  Against  Crime  to  revitalize  public  housing.  Moving  to  Independence  for 
low-income  residential  choice,  and  Project  Transition  for  low-income  homeowner- 
ship. 

The  fourth  principle  is  that  we  are  being  ethical.  HUD's  Inspector  General  is 
tough  on  corruption  among  personnel  and  intermediaries,  as  evidenced  by  Operation 
Safe  Home,  our  crackdown  on  everything  from  drug  dealing  and  violence  to  white 
collar  crime.  The  new  HUD  has  observed  strict  procedures  and  had  a  scandal-free 
year  in  1993. 

Finally,  the  fifth  and  most  important  principle  is  that  we  are  being  a  partner  with 
America's  communities.  From  Empowerment  Zones  and  Enterprise  Communities  to 
the  National  Community  Development  Initiative,  HUD  is  working  together  with 
local  governments,  the  private  sector,  and  neighborhood  organizations  to  fulfill  its 
mission  of  helping  people  create  communities  of  opportunity.  Partnership  is  the  best 
way  to  leverage  HUD's  resources  and  produce  real  results  improving  people's  lives 
and  community  environments. 

Chairman  Sabo,  the  budget  we  propose  for  FY  1995  is  the  product  of  a  tough,  dis- 
ciplined approach.  We  had  to  make  hard  decisions,  and  we  made  them  based  on  our 
six  priorities  and  President  Clinton's  commitment  to  reduce  the  deficit.  I  believe 
that  this  budget  enables  us  to  continue  working  effectively  to  fulfill  our  affordable 
housing,  community  development,  and  urban  investment  responsibilities  to  the 
American  people,  and  to  move  forward  in  achieving  our  mission — helping  people  cre- 
ate communities  of  opportunity.  Now,  I  will  be  happy  to  answer  any  questions  you 
or  the  members  of  the  Committee  may  have.  Thank  you. 
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Chairman  Sabo.  Thank  you,  Mr.  Secretary.  Let  me  first  thank 
you  for  your  efforts  in  working  with  us  in  Minneapolis  on  the  prob- 
lems of  the  Little  Earth  housing  project.  It  is  not  totally  resolved 
yet  but  we  are  making  good  progress,  and  your  sensitivity  and  will- 
ingness to  work  on  that  is  greatly  appreciated. 

Secretary  Cisneros.  Thank  you,  Congressman.  You  know  that  is 
the  case  because  I  had  a  lot  of  twin  city  advice  in  the  person  of 
George  Latimer,  the  former  mayor  of  St.  Paul,  and  he  is  sitting 
back  here. 

Chairman  Sabo.  I  saw  him  there. 

On  another  matter,  let  me  ask  you — I  would  like  for  you  to  re- 
view the  Department's  decision  that  you  need  to  proceed  with 
rules,  apart  from  legislation,  on  the  issue  of  elderly-only  housing. 
My  city,  Minneapolis,  is  ready  to  go.  They  are  frustrated  by  the 
fact  they  have  to  wait  for  HUD  rules  to  be  put  in  place  when  they 
think  they  are  complying  with  the  law,  and  I  would  hope  you  would 
review  that. 

Let  me  ask  a  question  about  public  modernization.  I  have  always 
felt  that  making  sure  what  we  have  is  in  good  shape  is  the  most 
important  priority  we  can  have.  On  the  other  hand,  I  understand 
the  modernization  program  has  a  huge  pipeline.  If  I  understand  it 
right,  the  funds  are  also  distributed  by  formula.  And  so  the  pipe- 
line is  there  and  I  expect  viewed  as  ownership  by  municipalities 
that  have  had  those  funds  allocated. 

There  are  other  municipalities,  mine  being  one,  which  tell  me 
they  could  very  quickly  obligate  modernization  funds. 

I  am  just  curious,  as  you  make  this  reduction,  do  you  have  any 
flexibility  in  your  ability  to  target  those  new  funds  so  they  can  flow 
to  municipalities  around  the  country  who  are  ready  to  proceed?  Or 
do  we  simply  add  further  to  the  backlog  that  goes  to  a  good  number 
of  cities,  who,  for  a  variety  of  reasons,  have  not  proceeded? 

Secretary  CiSNEROS.  Congressman,  I  appreciate  the  question  be- 
cause it  gives  me  an  opportunity  to  really  explain  this  problem  of 
the  modernization  pipeline. 

I  agree  with  you  that  one  of  our  basic  obligations  is  to  modernize 
the  public  housing  for  the  people  who  live  in  it  now.  Too  many  live 
in  really  unacceptable  conditions.  And  I  am  told  by  the  experts  it 
takes  about  $3.2  billion  a  year  to  keep  pace  with  the  decline.  So 
the  number  that  we  have  to  run  at  to  stay  even  is  about  $3.2  bil- 
lion. You  can  see  this  year  we  will  be  a  little  behind  that  because 
of  the  decisions  we  have  had  to  make. 

Now,  there  is,  on  the  other  hand,  some  $6  billion  in  the  pipeline 
yet  unspent.  I  don't  want  to  blame  that  on  the  housing  authorities. 
Probably  the  biggest  reason  that  that  pipeline  is  complex  is  HUD 
itself  traditionally. 

Now,  literally,  from  the  first  week  that  we  have  been  on  the  job, 
we  have  been  working  at  improving  and  tweaking  the  rules  and 
the  regulations  in  order  to  move  the  pipeline,  and  we  have  been 
able  to  flush  it  considerably.  In  1  year's  funding,  for  example,  the 
pipeline  was  backed  up  $1.3  billion.  That  is  now  down  to  about 
$435  million.  So  we  have  been  able  to  move  it  considerably.  There 
is  still  $6  billion  in  there. 
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To  answer  your  question  directly,  we  are  working  with  housing 
authorities,  and  we  will  work  with  them  to  move  the  money  as 
soon  as  they  are  ready. 

Now,  there  are  some  built-in  lags  in  a  program  like  this.  It  takes 
architectural  work,  working  drawings,  electrical  work,  relocation  of 
people  and  so  forth. 

In  fact  it  takes  18  months  to  2  years  to  get  to  the  point  of  con- 
struction. But,  when  they  are  ready,  we  want  to  be  able  to  move 
that  money  on  our  part.  And  I  think  you  will  see  some  dramatic 
improvement  in  how  that  money  is  moved  out.  It  has  been  a  $9  bil- 
lion pipeline  in  the  past. 

But  it  does  indicate  why  we  think  we  could,  in  effect,  get  away 
with  a  year  of  less  than  full  funding  because  of  the  amount  of 
money  that  will  be  coming  out  of  the  pipeline  and  what  the  capa- 
bilities of  the  authorities  are,  and  just  ask  for  a  year  of  grace  here 
in  order  that  we  can  fund  some  of  our  other  priorities.  That  is  the 
logic  of  what  we  did. 

Chairman  Sabo.  But  you  do  not  have  flexibility  to  go  beyond  the 
normal  distribution  authority? 

The  reason  I  ask,  my  housing  authority  tells  me  they  could  obli- 
gate within  4  months.  They  have  plans  in  place,  and  it  is  ready  to 

go- 
Secretary  CiSNEROS.  Congressman,  let  me  look  at  that  question 

as  to  what  could  be  done  beyond  the  distribution  formula.  But  we 

are  in  the  business  of  trying  to  be  as  entrepreneurial  as  possible. 

If  it  is  possible  to  waive  the  kinds  of  things  that  allow  them  to 

move  the  money  forward,  we  will  do  that.  It  is  a  commitment  on 

my  part  to  move  that  pipeline. 

Chairman  Sabo.  Let  me  ask  another  question,  then.  Some  of 
these  issues  are  local  but  they  also  have  national  relevance. 

Our  city,  along  with  about  14  other  cities,  have  suits  pending  re- 
lating to  the  concentration  of  low-income  housing,  public  housing  in 
specific,  and  its  impact  on  racial  segregation.  Both  sides  are  eager 
to  settle,  but  it  involves  a  commitment  by  HUD  to  get  agreement. 
And  my  understanding  is  that  funding  is  part  of  the  problem. 

I  understand  some  similar  suits  have  been  settled  around  the 
country.  I  am  just  curious,  do  you  have  resources  in  this  program, 
in  your  budget,  and  do  you  have  flexibility? 

I  am  not  an  expert  on  all  the  details,  but  my  understanding  is 
that  it  involves  a  question  about  which  source  of  money  is  used.  If 
one  did  nothing,  one  would  be  using  modernization  funds.  If  one 
settles,  it  involves  use  of  vouchers,  which  then  would  have  the  po- 
tential of  being  disbursed. 

Secretary  CiSNEROS.  We  have  two  key  people,  our  General  Coun- 
sel, Nelson  Diaz,  and  Assistant  Secretary  for  Fair  Housing,  who 
work  on  these  outstanding  cases.  The  General  Counsel  feels  strong- 
ly we  want  to  move  through  the  backlog  of  litigation. 

And  to  answer  your  specific  question  with  regard  to  litigation,  as 
to  funds  or  resources  available  to  settle,  we  do  believe  we  have  the 
ability  to  employ  our  programs  to  achieve  settlements. 

Chairman  Sabo.  Okay.  Thank  you. 

I  have  a  host  of  other  questions  I  would  love  to  ask,  but  I  better 
let  it  go  to  other  members. 
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I  used  to  serve  on  the  HUD  independent  agencies  Committee  of 
Appropriations.  I  no  longer  do. 

But,  again,  I  have  to  tell  you,  Mr.  Secretary,  I  am  very  impressed 
with  the  leadership  you  are  providing  to  the  agency.  I  have,  in  past 
years,  had  more  than  my  fill  of  frustrations  in  dealing  with  HUD, 
and  your  leadership  is  welcome  in  an  agency  that  is  very  com- 
plicated and  not  easy  to  govern.  I  think  you  are  really  moving  in 
the  right  direction. 

Secretary  CiSNEROS.  Congressman,  thank  you  very  much.  And  let 
me  say  for  yourself,  as  well  as  any  other  member  of  the  committee 
that  has  specific  problems  related  to  housing  authority  or  a  rede- 
velopment issue,  we  try  to  be  helpful.  And  I  can  look  around  the 
committee  and  recognize  several  members  who  I  have  talked  to 
over  the  course  of  the  last  year  and  whom  we  have  assisted  in  var- 
ious concerns.  We  continued  to  stand  ready  across  the  board  to 
help  with  those  individual  cases. 

Sometimes  the  best  advice  we  get  on  how  to  solve  a  local  problem 
comes  from  the  Congressperson  who  has  to  weigh  both  sides  of  a 
local  dispute  and  can  tell  us  what  the  best  course  is  out  of  it,  and 
we  certainly  want  to  take  that  advice. 

Chairman  Sabo.  Your  legal  counsel  may  not  like  this,  but  my  ex- 
perience over  the  years  has  been  the  best  way  to  get  problems 
solved  is  to  get  some  policy  people  talking  to  each  other.  Klick  the 
attorneys  out  of  the  room.  After  the  policy  folks  have  agreed,  call 
the  attorneys  in  and  tell  them  that  they  have  to  implement  what 
the  policy  folks  have  agreed  on. 

Mr.  Kasich. 

Mr.  Kasich.  Sounds  pretty  Republican  there,  Marty.  I  don't 
know. 

Mr.  Secretary,  the  President  and  the  Vice  President  want  to  re- 
duce personnel,  and  I  think  you  are  asking  for  a  9  percent  increase 
in  management  and  administration. 

Secretary  CiSNEROS.  We  are  accepting  the  commitment  that  the 
White  House  made  and  implementing  it  to  cut  a  thousand  people, 
which  is  our  share  of  the  first  150,000.  Actually,  it  is  1,500,  which 
is  our  share  of  the  first  150,000  commitment,  and  then  another 
thousand,  which  is  our  share  of  the  100,000  later  committed.  So 
2,500  persons  in  reduction  over  the  course  of  the  next  5  years.  We 
believe  we  can  do  that  from  attrition. 

It  is  also  true  that  HUD  once  had  18,000  people.  So  these  num- 
bers that  you  see  today  of  staffing,  which  is  now  down  to  the 
roughly  13,000  level  of  persons,  13,500,  something  like  that,  and 
the  numbers  we  are  working  with  are  considerably  less  than  HUD 
at  its  peak  in  the  1980's  which  had  reached  18,000  persons.  We  are 
on  a  steady  course  of  reductions. 

Mr.  Kasich.  I  still  do  not  understand  why  you  have  a  9  percent 
increase  in  your  management  and  administration  account.  If  you 
have  fewer  people  and  you  are  coming  down  even  further,  why 
would  you  have  a  9  percent  increase  in  this  account? 

Secretary  CiSNEROS.  In  part,  it  is  to  address  some  of  the  man- 
dates that  we  have  to  meet.  For  example,  the  commitment  to  our 
multifamily  program,  which  we  are  seeking  additional  authority  to 
handle  in  a  different  way,  and  other  new  mandates,  such  as  the 
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creation  of  a  fair  housing  council,  which  is  a  presidential  Executive 
order  to  do  it. 

The  increase  also  reflects  congressional  mandates  to  create  sys- 
tems to  carry  out  the  matching  of  tenant  income  with  tax  returns. 
Some  of  our  administrative  request  is  for  hardware,  for 
training 

Mr.  Kasich.  You  are  saying  you  are  involved  in  an  IRS  type 
function. 

Secretary  Cisneros.  Absolutely.  We  have  a  couple  of 
functions 

Mr.  Kasich.  Wouldn't  it  be  better  to  let  the  IRS 


Mr.  Frank.  If  the  gentleman  would  yield.  That  was  part  of  our 
budget  resolution  he  is  talking  about.  That  was  a  mandate  which 
came  out  of  the  budget  process. 

Mr.  Kasich.  I  don't  disagree.  I  think  the  approach  of  trying  to 
make  sure  you  are  not  paying  out  more  than  what  you  ought  to  is 
good.  I  know  there  is  a  reluctance 

Mr.  Frank.  It  was  Mr.  Stenholm's  idea,  which  I  agreed  to. 

Mr.  Kasich.  When  it  gets  down  to  child  support  collections,  I  am 
a  big  believer  in  using  the  IRS  to  do  a  lot  more,  and  they  resist 
wanting  to  do  more.  But,  nevertheless,  go  ahead. 

Secretary  CiSNEROS.  I  will  give  you  an  example  of  what  we  do 
that  is  uniquely  housing.  It  is  not  just  a  collection  function. 

For  example,  we  run  a  massive  insurance  program  which  is  the 
FHA  multifamily  insurance  program.  If  apartment  owners  get  in 
trouble  and  bring  their  properties  to  the  brink,  they  end  up  in  our 
hands  because  we  are  the  insurer  for  them.  We  believe  that,  by 
putting  people  on  the  job,  counseling  and  assistance  and  so  forth, 
we  can  keep  them  from  getting  to  that  point. 

Also,  when  they  do  end  up  in  our  hands,  rather  than  to  allow 
them  to  deteriorate,  we  have  to  manage  them.  It  saves  the  govern- 
ment massive  amounts  of  money  in  buy-offs  of  properties.  So  that 
requires  people  and  staffing  and  is  not  simply  a  collection  function, 
but  it  is  congressionally  mandated,  and  it  is  one  of  those  things 
that  is  fixed.  We  just  do  not  have  a  choice  but  to  watch  the  problem 
get  worse. 

Mr.  Kasich.  Let  me  see  if  I  understand  this,  though.  You  say 
that  employment  is  coming  down  in  HUD  and  that  you  are  partici- 
pating in  the  252,000 

Secretary  CiSNEROS.  That  is  right.  We  will  have- 


Mr.  Kasich.  But  you  are  saying  you  have  these  other  functions 
to  do,  so  you  ask  for  a  9  percent  increase.  Is  that  more  people?  Are 
we  coming  down  and  going  up? 

Secretary  CiSNEROS.  Most  of  the  increase  is  not  for  additions  of 
people.  We  will  end  up  with  net  fewer  bodies. 

Mr.  Kasich.  What  is  it  for,  then? 

Secretary  CiSNEROS.  It  is  for  hardware,  computer  systems  to  get 
our  computers  into  the  21st  century. 

Congressman,  GAO  has  HUD  on  what  they  call  the  high-risk  list. 
It  is  the  only  Department  of  the  Federal  Government  in  which  the 
whole  Department  is  listed  as  high  risk.  We  have  congressional 
committees  that  have  listed  us  as  having  10  huge  management  de- 
ficiencies, our  computer  systems,  our  control  systems. 
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I  asked  Ed  DeSeve  to  come  aboard — he  is  a  former  Wall  Streeter, 
professor  at  Wharton,  finance  officer  in  government — to  come 
aboard  and  help  us  solve  these  10  management  deficiencies.  A  big 
part  of  it  is  the  inadequacy  of  systems. 

This  is  a  big  pending  governmental — it  was  a  front  page  New 
York  Times  story  several  times  this  last  year  of  the  liability  the 
Federal  Government  has  if  we  do  not  solve  these  systems  problems. 

Mr.  Kasich.  This  is  part  of  my  frustration  with  what  is  going  on. 

Nicholas  Lemann  wrote  in  The  New  York  Times  magazine  that 
none  of  the  urban  development  policies  pursued  over  the  past  40 
years  or  so  worked.  He  refers  to,  quote,  the  myth  of  community  de- 
velopment. He  states  politicians  like  it,  foundations  like  it,  it 
sounds  goods  to  conservatives  and  liberals,  but  history  shows 
that — and  I  am  quoting — that  of  all  of  the  possible  solutions  for  the 
crisis  and  its  goals,  it  is  the  one  most  likely  to  fail. 

I  would  like  you  to  comment  on  this.  But  let  me  tell  you  what 
program  you  talked  about  that  concerns  me,  and  that  is  the  pro- 
gram now  where  we  are  going  to  use  union  pension  funds  to  build 
housing.  Somebody  was  pretty  smart  when  they  figured  out  how  to 
do  this,  but  what  I  get  concerned  about  is  the  nature  of  that  rela- 
tionship. In  other  words,  if  we  tell  people  in  the  pension  fund  to 
build  housing  and  we  will  guarantee  a  flow  of  revenues  from  the 
Federal  Government,  could  we  find  ourselves  in  the  position  where 
we  trap  people? 

That  has  been  the  concern  of  your  predecessor,  the  concern  of  Re- 
publicans, that  people  get  trapped  in  these  situations.  Is  there  a 
government  person  here  that  comes  in,  in  a  Republican  administra- 
tion, and  says,  well,  you  know,  if  people  want  to  move  out  of  those 
homes  and  want  to  build  their  own  homes,  that  will  not  work  be- 
cause we  have  a  pension  fund  that  relies  on  this  construction?  Talk 
a  little  about  that. 

Secretary  CiSNEROS.  I  will  address  both  pieces.  The  Nick  Lemann 
piece  was  the  first  and  the  second  issue  of  the  pension  situation. 

First,  the  Lemann  articL*  There  are  things  I  disagree  with  Nick 
Lemann  dramatically.  For  example,  his  assertion  that  programs 
have  not  worked.  I  don't  know  what  shape  America's  communities 
would  be  in  if  we  followed  the  logical  conclusion  of  his  argument, 
which  is  you  do  nothing  at  all. 

And  I  would  also  argue  there  are  many  examples  across  the 
country  of  cities  that  where  there  have  been  dramatic  turnarounds 
because  of  the  presence  of  Federal  programs:  Baltimore,  Pitts- 
burgh, Indianapolis,  Kansas  City.  We  could  go  on  across  the  coun- 
try, big  cities  and  small  cities  that  have  had  dramatic  turnarounds 
in  recent  years.  It  is  intelligent  use — the  Twin  Cities — intelligent 
use  of  programs. 

So,  clearly,  it  is  wrong  to  say,  as  his  conclusion  is,  that  nothing 
has  worked.  Presumably,  therefore,  you  would  do  nothing  at  all.  So 
we  disagree  with  him. 

There  are  a  couple  of  areas  where  one  agrees.  He  says  the  things 
that  do  seem  to  work  best  are  where  you  would  rely  on  local  leader- 
ship, where  you  rely  on  local  community-based  organizations, 
where  you  empower  people.  We  agree,  and  that  is  why  you  see 
throughout  this  more  emphasis  on  funding  community  organiza- 
tions, relating  to  local  economic  development  strategies,  really  put- 
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ting  the  funding  in  ways  it  can  be  used  at  the  local  level.  So  that 
is  how  I  would  respond  to  that. 

We  think  that  we  are  building  on  the  best.  When  you  look  at  that 
community  empowerment  initiative,  CDBG  goes  to  local  govern- 
ments for  decisions;  empowerment  zones,  local  strategies;  commu- 
nity viability  fund  to  be  used  to  develop  local  economic  develop- 
ment strategies,  as  well  as  to  focus  on  community  organizing  at  the 
local  level,  and  on  and  on.  So  we  think  we  are  going  in  that  direc- 
tion. 

It  is  hard  for  the  Federal  Government  to  turn  itself  around,  but 
President  Clinton  believes  in  his  bones  that  things  like  community 
development  banks  are  a  way  to  get  the  private  market  and  credit 
into  communities,  and  we  share  that  belief. 

Mr.  Kasich.  Mr.  Chairman,  just  1  minute.  Let  me  say  to  you  I 
grew  up  in  Bill  Coyne's  congressional  district,  in  kind  of  a  lower 
middle  income  region.  In  fact,  if  you  go  through  there  today, 
McKees  Rocks,  Pennsylvania,  half  the  town  is  boarded  up,  and  we 
have  had  problems  over  there.  And  in  my  district  we  have  prob- 
lems as  well. 

I  remember  Jack  Kemp  talking  about  how  frustrated  he  got  that 
whenever  he  wanted  to  try  a  new  innovative  program,  he  only  got 
a  tiny  piece  of  it  because,  for  whatever  reason,  he  was  beaten  down 
in  terms  of  getting  more  through. 

The  projects  that  you  are  going  to  do  that  represent  some  real 
change  and  innovation,  and  more  local  participation,  represent  the 
way  we  ought  to  go,  and  we  have  to  measure  them  and  figure  out 
which  ones  work.  And  I  get  concerned  that  we  get  stuck  because 
of  political  considerations  based  on  bureaucracies  or  political  lOU's 
that  we  cannot  do  the  things  we  need. 

Secretary  Cisneros.  Let  me  go  to  your  second  point,  which  is  the 
unions,  because  it  seems  like  these  points  merge. 

For  years,  people  have  been  talking  about  tapping  the  $4.1  tril- 
lion that  exist  in  pension  systems  for  social  good.  If  there  is  a  way 
to  safeguard  the  pensioner's  money  and  at  the  same  time  steer 
money  toward  housing  and  other  social  objectives,  we  should  try  to 
do  it  as  a  country.  For  years  people  have  been  talking  about  that. 

Well,  this  idea  came  up,  and  we  did  not  seek  out  the  labor 
unions.  This  is  not  a  political  lOU  somehow.  They  stepped  forward, 
and  they  said  we  are  willing  to  try  there.  Our  unions  have  a  long- 
standing objective,  which  is  to  invest  this  in  social  good  and  make 
a  return  in  the  process,  and  we  think  we  can  benefit  from  the  jobs 
that  are  created.  We  are  in  the  business  of  creating  jobs  for  our 
members. 

So  they  came  forward  with  the  idea.  They  said,  if  you  can  figure 
out  a  way  how  to  put  these  vouchers  in  place,  we  will  invest  $600 
million. 

Now,  we  have  started  this  relationship  with  the  unions.  They 
came  to  see  me  yesterday  afternoon,  and  we  are  going  to  work  in 
25  cities,  probably  produce  12,000  units  of  housing  from  this  pro- 
gram. But  that  is  just  the  model. 

I  want  to  now  go  to  the  other  pension  systems,  public  employee 
systems.  I  have  gone  to  insurance  companies.  I  am  going  to  jointly 
trusteed  pensions,  management  and  labor  and  big  companies,  foun- 
dations that  have  investments.  This  will  work — wherever  there  are 
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people  who  want  to  invest  capital,  this  will  work.  We  are  not  tied 
to  the  unions,  believe  me. 

Mr.  Kasich.  It  does  not  matter  who  you  are  doing  it  with.  I  am 
concerned  about  not  just  trapping  people.  But  what  is  the  guaran- 
tee? Are  you  saying  we  will  guarantee  you  a  steady  flow  of  revenue 
from  the  Federal  Government  that  will  guarantee  that  these  units 
will  be  occupied?  That  is  essentially  what  you  are  doing,  isn't  it? 

Secretary  CiSNEROS.  Partially.  We  are  saying  we  are  going  to 
make  vouchers  available  for  a  15-year  period  to  fund  a  part  of  the 
rental  units,  a  part  of  the  rental  units.  Because  these  buildings  are 
going  to  be  mixed  income. 

Now,  what  we  do  in  funding — let's  say  a  third  of  the  units — 
makes  the  building  bankable.  Now  the  pension  can  invest  and 
without  fear  they  are  losing  their  money  because  they  have  fidu- 
ciary responsibilities.  Fannie  Mae  stands  behind  them  to  take  them 
out  of  it,  and  in  due  course  we  end  up  with  a  massive  commitment 
to  housing  for  one-tenth  of  what  otherwise  we  would  have  had  to 
spend. 

In  other  words,  we  get  a  tremendous  leverage  and  lift  out  of  this 
as  opposed  to  spending  the  full  billion  dollars  providing  the  same 
amount  of  housing.  We  are  going  to  spend  one-tenth  to  generate 
that  amount  of  housing. 

Now,  finally,  are  people  trapped?  No,  because  the  funding  is  for 
the  unit.  If  people  want  to  leave  they  can  leave  any  time  they 
want.  They  can  seek  other  forms  of  assistance  or  market  housing 
or  wherever  they  want.  They  are  not  trapped  into  that  building, 
but  the  building  is  going  to  exist. 

Mr.  Frank.  If  the  gentleman  would  yield.  I  did  work  on  this, 
along  with  Ms.  Roukema,  who  was  worried  both  with  the  housing 
and  pension  security  and  to  the  extent  we  are  obligated  for  the  15- 
year  vouchers. 

If  I  am  correct,  that  is  within  the  regular  budget.  There  is  no  fi- 
nancial problem  lurking  here  over  and  above  what  we  have  already 
budgeted.  We  authorized  them  to  give  longer  term  vouchers,  but  it 
would  be  coming  out  of  the  regular  Section  8  budget.  It  is  not  an 
add-on.  It  is  within  the  caps,  et  cetera. 

So,  yes,  there  is  an  obligation,  but  simply  an  obligation  that 
would  have  gone  elsewhere,  and  it  does  not  put  us  at  financial  risk 
one  penny  beyond  what  we  would  otherwise  have  spent  on  the  Sec- 
tion 8  program  according  to  the  regular  budget. 

Mr.  Kasich.  Thank  you,  Mr.  Secretary. 

Thank  you,  Mr.  Chairman. 

Chairman  Sabo.  Mr.  Blackwell? 

Mr.  Blackwell.  Thank  you,  Mr.  Chairman. 

Mr.  Secretary,  I  want  to  also  thank  you  for  what  you  have  done 
for  us  in  the  City  of  Philadelphia  since  you  have  been  the  Sec- 
retary. We  are  getting  a  lot  more  done,  and  it  is  being  done  rather 
slowly  but  surely,  and  we  appreciate  that.  I  have  no  problems  with 
you  whatsoever. 

I  do  have  some  problems  with  some  of  the  cuts.  And  you  have 
explained  to  us  why,  and  I  am  sure  you  have  empathy  and  sym- 
pathy and  everyone  is  thankful  for  what  you  are  doing  with  some 
of  the  situations  in  public  housing.  But,  one  problem  they  are  talk- 
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ing  about  in  public  housing  is  the  low-income  Energy  Assistance 
Program  that  is  being  cut. 

I  got  a  call  this  morning  about  something  that  was  on  one  of  the 
talk  shows,  and  they  were  talking  about  cutting  us  50  percent  in 
Philadelphia  next  year,  and  that  cannot  be  tolerated. 

And,  I  am  delighted  we  have  increased  the  homeless  money,  be- 
cause I  was  very  involved  in  that,  in  bringing  it  to  the  attention 
of  the  President,  and  he  agreed,  and  today  we  have  more  money 
for  the  homeless. 

In  Philadelphia,  we  had  so  many  homeless  people  and  we  had 
such  a  good  program  at  one  time,  that  the  surrounding  counties 
would  give  their  homeless  people  tokens  and  say,  go  to  Philadel- 
phia. They  will  take  care  of  you.  So,  we  ran  out  of  money  when 
they  did  that.  But,  we  are  going  to  have  to  do  something. 

You  talk  about  the  cuts  in  the  Energy  Assistance  Program.  It  is 
a  very  serious  problem  now,  and  it  will  be  a  serious  problem  next 
year.  And,  I  think  that  when  we  set  priorities — you  know,  cutting 
across  the  board  bothers  me  because  it  means  we  have  no  prior- 
ities. We  just  cut.  Some  programs  should  never  be  cut.  And,  one 
thing  that  should  not  be  cut  today  is  heating  assistance. 

I  feel  a  little  guilty  raising  my  heat  when  I  am  home  when  I 
know  there  is  somebody  out  there  that  has  no  heat.  I  feel  a  little 
guilty  about  that.  I  feel  a  little  guilty  about  being  a  Congressman 
and  allowing  it  to  happen  and  not  saying  anything.  So  I  will  bring 
it  up  when  I  meet  you  or  the  press  or  anyone  else. 

And,  I  say  the  one  thing  we  can  do  is  to  give  Americans  some 
heat  in  the  winter  so  they  do  not  have  to  sleep  in  a  cold  room  or 
house. 

It  appears  to  me  we  are  just  closing  our  ears  and  eyes  to  it  and 
saying  we  have  to  cut.  I  don't  believe  that.  We  ought  to  reset  our 
priorities  and  say  there  are  some  things  that  we  have  to  fund.  Any- 
body in  this  room  that  would  vote  to  cut  the  LIHEAP  program 
when  they  are  sleeping  in  a  nice  warm  bed,  something  is  wrong 
with  them.  Something  is  wrong  with  them,  and  they  ought  not  to 
do  it,  and  they  should  think  about  it.  We  are  talking  about  babies, 
senior  citizens,  talking  about  sick  people,  poor  people  that  need 
heat.  They  need  heat.  We  have  to  keep  on  talking  about  it. 

And,  they  devoted  a  whole  program  to  that  this  morning,  and  I 
got  a  call  from  Philadelphia.  So,  I  would  hope  in  your  deliberations 
that  you  would  continue — and  I  know  that  you  feel  the  same  way. 
I  know  in  your  heart — because  I  have  talked  to  you,  and  I  know 
how  you  feel  about  public  housing,  and  I  know  how  you  feel  about 
the  problems  we  are  experiencing  among  people  who  need  it  the 
most.  But,  we  have  to  keep  on  talking. 

I  support  this  President.  I  think  he  is  doing  an  excellent  job.  He 
is  having  some  difficult  problems  from  a  lot  of  people  creating  the 
problems,  and  now  they  are  saying  the  mess  that  was  created  in 
a  12-year  period,  they  say  you  should  solve  them  in  2  years.  So  I 
listen  to  it.  And  when  they  hear  what  I  say,  they  call  it  rhetoric; 
and  when  I  hear  what  they  say,  I  call  that  rhetoric.  So  that  is  all 
right,  but,  in  the  meanwhile,  we  have  to  solve  these  problems.  And, 
we  are  not  going  to  do  it  if  we  do  not  set  priorities  regarding  the 
basic  needs  of  people. 

So,  I  guess  I  just  wanted  to  make  that  statement. 
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I  also  want  to  once  again  thank  you  for  what  you  have  done  for 
Philadelphia  thus  far. 

Secretary  Cisneros.  Thank  you,  Congressman. 

Let  me  just  say  that  that  program  you  mentioned,  the  Energy 
Assistance  Program  is  at  HHS,  and  I  know  that  Secretary  Shalala 
has  deliberated  hard  on  this.  We  talked  about  it  as  recently  as 
Monday  evening,  and  I  am  sure  she  feels  this  as  deeply  as  you 
have  described.  And  so  work  will  have  to  go  forward  as  this  budget 
goes  forward. 

Philadelphia  is  a  good  example  of  almost  all  the  things  we  are 
doing.  In  this  budget  there  are  things  that  will  serve  the  cause  of 
what  we  are  undertaking  in  Philadelphia.  For  example,  the  urban 
revitalization  and  program.  That  is  where  the  funding  for  Richard 
Allen  came  from.  This  is  a  city  where  the  mayor  took  responsibility 
for  the  public  housing  authority,  and  we  have  a  commitment  to 
continue  to  work  with  him  to  bring  the  Philadelphia  housing  au- 
thority back.  That  is  in  public  housing. 

In  housing  counseling  we  are  working  closely,  as  you  know,  with 
Acorn  where  they  run  the  Delaware  Valley  homeownership  coun- 
seling effort.  We  brought  over  a  thousand  people  to  homeowner- 
ship — poor  people  who  had  no  prayer,  not  a  chance  for  homeowner- 
ship — as  a  result  of  this  type  of  housing  counseling.  And  it  is  partly 
by  working  with  them  in  Philadelphia.  We  had  to  triple  the  amount 
of  money  for  homeownership  counseling  mobility. 

So  we  have  learned  a  lot  from  the  relationship,  and  we  will  be 
there  over  the  next  year. 

Mr.  Blackwell.  Thank  you,  Mr.  Secretary. 

Chairman  Sabo.  Mr.  Shays. 

Mr.  Shays.  Nice  to  have  you  here,  Mr.  Cisneros,  and  I  want  to 
say  I  think  the  President  has  made  a  number  of  excellent  appoint- 
ments, and  you  are  right  on  the  top  of  that  list. 

Secretary  CiSNEROS.  Thank  you,  sir. 

Mr.  Shays.  I  have  a  question,  first,  as  it  relates  to  national 
homeownership  trust.  It  is  a  program  that  was  authorized  by  the 
committee  a  few  years  ago  and  will  be  funded,  evidently,  in  your 
program  this  year. 

But  what  I  wonder  about  is,  given  the  low  interest  rates, 
shouldn't  the  emphasis  be,  rather  than  subsidizing  the  interest 
rates,  of  being — helping  to  make  the  downpa3rment? 

At  least  I  am  finding  I  have  people  with  an  income  that  could 
support  the  interest  rates  that  exist  today.  They  just  cannot  get  the 
downpayment  down.  And  I  am  wondering  if  there  could  be  flexibil- 
ity to  redirect  it  towards  the  downpayments. 

Secretary  CiSNEROS.  Congressman,  the  answer  is  yes.  It  is  our 
intent  to  design  this  in  such  a  way  that  among  the  things  that  can 
be  done  with  the  homeownership  trust  is  assistance  with  downpay- 
ment. We  find  that,  in  many  cases,  there  are,  in  this  new  world, 
particularly  young  couples  trying  to  seek  their  starter  homes,  the 
promise  of  an  ability  to  make  the  mortgage  payments  but  no  capac- 
ity to  save  up  front  for  the  downpayment. 

So  this  is  a  special  effort  on  our  part  to  try  to  meet  that  need. 
We  are  committed  to  increasing  the  percentage  of  homeownership. 
We  believe  that  is  absolutely  essential  to  achieving  the  American 
ideal.  Their  home  equity  is,  for  most  people,  the  major  source  of 
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their  wealth.  The  only  wealth  that  some  Americans  have  is  what 
they  have  tied  up  in  their  home  equity. 

The  percentage  of  homeownership  has  declined  about  2  percent 
for  the  whole  country  but  about  10  percent  for  young  couples.  And 
so  the  answer  to  your  question  is  this  is  in  design,  but  we  have  the 
downpayment  in  mind  as  part  of  what  would  be  eligible. 

Mr.  Shays.  I  know  this  is  in  HHS  and  not  yours,  and  my  col- 
league has  left,  but  my  problem  with  LIHEAP  has  been  that  it  does 
not — and  yet  my  area  benefits  tremendously — but  it  does  not  al- 
ways go  to  the  places  or  the  people  that  need  it  the  most.  Some 
people  find  they  can  get  more  than  90  percent  of  their  heating  paid 
for,  and  others  may  only  get  20  percent.  And  I  think  the  challenge 
to  the  administration  is  to  really  direct  it  to  the  people  most  in 
need  in  that  program. 

But,  moving  on,  on  the  sixth  list  of  your  priority,  the  ones  I  want 
to  comment  on,  one  is  turning  around  public  housing  and  help  com- 
munities empower  themselves. 

When  I  was  involved  in  a  HUD  investigation  a  few  years  ago,  we 
uncovered  a  lot  of  political  appointees  who  had  really  corrupted  the 
system — regretfully,  in  my  own  party — and  there  have  been  major 
reforms,  fortunately,  that  took  place  under  Jack  Kemp.  So  that  we 
have  made  tremendous  progress,  and  some  of  the  people  involved 
in  the  wrongdoing  have  been  indicted  and  sent  to  jail. 

But  I  was  struck  with  the  fact  that  the  area  we  did  not  get  into 
that  we  needed  to  was  the  whole  issue  of  administrating  public 
housing.  And  they  are  locally  controlled. 

But  one  of  the  things  I  have  learned  in  just  Bridgeport — Bridge- 
port was  taken  over  by  HUD  and  was  then  allowed  to  exist  in  com- 
bination, and  now  it  is  on  its  own.  HUD  has  done  an  extraordinary 
job.  Bridgeport  has  done  an  extraordinary  job.  They  are  actually 
upgrading  the  neighborhoods  with  public  housing. 

And  I  guess  my  interest  is  to  have  you  continue  to  focus  more 
on  what  public  housing  authorities  are  doing  with  money.  Because 
they  are  giving  a  lot  of  money,  and  there  is  a  lot  they  can  do  with 
it. 

But  the  other  thing  I  wanted  to  say  is,  when  we  were  involved 
in  these  hearings,  the  other  thing  that  I  was  struck  with  was  the 
quality,  the  high  quality  of  the  civil  servants  who  worked  for  HUD 
who  were  just  yearning  to  find  leadership  that  would  empower 
them  as  well  as  empower  local  communities.  And  I  have  a  sense 
that  you  are  attempting  to  do  that,  but  you  have  so  many  good  peo- 
ple who  I  think  can  make  a  wonderful  contribution. 

Which  gets  me  to  this  point  of  empowering  local  communities.  I 
am  absolutely  convinced  the  most  significant  thing  HUD  can  do  is 
to  help  the  economic  development  of  local  communities.  And  I  am 
curious  to  know,  are  you  aware  of  which  community  was  the  first 
to  apply  for  an  empowerment  zone?  Which  State? 

Secretary  Cisneros.  The  application  process  is  just  opened.  And 
I  am  not  aware  of  who  may  have. 

Mr.  Shays.  This  gives  me  the  opportunity  to  say  the  day  they 
were  available  you  had  35  people  from  Bridgeport,  Connecticut, 
who  came  down  by  bus  at  3  in  the  morning.  And  speaking  of  no 
heat,  the  heat  did  not  work  on  the  bus,  and  it  was  a  very  cold  day. 
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But  they  were  the  first  to  apply,  and  I  hope  that  stands  for  some- 
thing. 

Mr.  Smith  of  Michigan.  You  hope  it  means  something. 

Mr.  Shays.  I  hope  it  means  something. 

Mr.  Frank  [presiding].  Let  me  just  say  we  are  going  to  keep  the 
hearing  going  until  Chairman  Sabo  returns. 

After  Mr.  Shays  we  will  go  to  Ms.  Woolsey,  Mr.  Allard,  Mr. 
Smith,  Mr.  Coyne,  Mr.  Cox  and  Mr.  Price.  So,  rather  than  recess, 
we  are  going  to  keep  the  continuity. 

You  have  time  left. 

Mr.  Shays.  In  terms  of  refinancing  debts,  the  other  area,  besides 
the  recognition  that  we  really  had  not  gotten  into  in  our  investiga- 
tion of  the  public  housing  authorities,  we  came  across  continually 
the  need  for  HUD  to  take  whatever  debts  it  was  carrying  and  refi- 
nance. And,  sadly,  we  did  not  see  that  happen  under  Jack  Kemp 
to  the  extent  that  we  thought  it  would. 

I  am  interested  to  know  what  definitive  steps  you  are  taking  to 
refinance  debts  and  take  advantage  of  the  lower  interest  rates. 

Secretary  CiSNEROS.  I  will  respond  to  a  couple  of  the  things  you 
have  mentioned.  The  first  is  the  issue  of  the  corruption  that  existed 
and  so  forth  and  those  steps  that  Jack  Kemp  took,  which  I  applaud 
him  for. 

One  of  the  most  important  things  he  had  to  do  was  to  end  the 
so-called  coinsurance  program,  which  put  banks  and — made  banks 
into  HUD's  front  line,  if  you  will,  in  making  judgments  about 
apartments  and  multifamily  housing.  And  the  incentives  were 
wrong.  It  was  an  incentive  to  do  it  whether  or  not  it  made  sense, 
economic  sense.  And  that  caused  a  major  problem. 

Another  major  area  of  difficulty  was  the  allocation  of  certificates, 
15-year  certificates,  to  private  developers.  That  is  why  some  people 
are  today  in  court  proceedings  and  have  been  convicted  for  using 
political  criteria  for  the  distribution  of  those  certificates. 

That  program  no  longer  exists  of  utilizing  certificates,  which  are 
the  lifeblood  for  some  private  developers — does  not  exist.  So  some 
of  these  areas  of  potential  corruption  have  been  eliminated. 

We  are  now  going  on  to  continue  with  your  point  to  address  cor- 
ruption in  public  housing. 

Now,  last  week,  with  the  Secretary  of  the  Treasury  and  the  At- 
torney General  and  myself,  the  Vice  President  announced  an  initia- 
tive we  are  calling  Operation  Safe  Home.  The  commitment  is  to, 
number  one,  violence  and  drugs  and  guns  in  public  housing  but 
also  white  collar  crime  in  public  housing,  instances  where  contracts 
and  where  repair  materials  and  procurement  funds  are  redirected 
for  private  gain. 

We  have  found  cities  where  the  mob  has  set  up  sham  companies 
that  then  sign  off  the  money  intended  to  do  the  repairs.  The  re- 
pairs never  get  done,  and  those  companies  get  the  money. 

So  we  are  very  aware  of  this.  And  our  Inspector  General,  Susan 
Gaffney,  is  in  charge  of  a  major  commitment  to  white  collar  crime 
in  public  housing. 

The  last  point  related  to  the  refinancing  of  debt.  The  present 
debt  environment  makes  it  possible — the  present  interest  environ- 
ment makes  it  possible  for  us  to  take  many  longer  term  contracts 
that  were  funded  in  periods  of  higher  interest  and  refinance  them. 
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We  have  secured  permission  from  0MB  to  do  precisely  that.  And 
the  savings,  as  you  can  see,  is  some  hundred  million  dollars. 

Mr.  Shays.  I  would  have  thought  it  would  have  been  more  than 
that. 

Secretary  CiSNEROS.  That  is  what  we  think  is  possible  from  the 
refinancings. 

Mr.  Shays.  Thank  you. 

Mr.  Frank.  Thank  you. 

Ms.  Woolsey. 

Ms.  Woolsey.  Thank  you,  Mr.  Chairman,  and  I  want  to  thank 
Mr.  Cisneros  and  his  Assistant  Secretaries  for  joining  us  here 
today. 

As  a  new  member  who  has  just  completed  her  first  year  on  this 
Budget  Committee,  I  believe  we  have  much  to  be  optimistic  about, 
although  I  think  the  defense  budget  is  still  way  too  high  and  I 
know  that  there  is  too  much  homelessness.  But  I  think  there  are 
things  that  are  turning  around.  And  after  12  years  of  borrow-and- 
spend  economics,  this  commitment  to  an  increased  budget  for  HUD 
tells  me  that  we  are  setting  our  priorities  in  an  improved  and  bet- 
ter direction. 

I  want  to  say,  being  north  of  San  Francisco,  I  know  with  the  ap- 
pointment of  Roberta  Achtenberg  to  the  position  of  Fair  Housing 
Assistant  Secretary  that  you  absolutely  have  made  the  right  com- 
mitment. 

Mr.  Secretary,  last  week  I  attached  an  amendment  to  the  Ele- 
mentary and  Secondary  Education  Act,  entitled  Coordinate  and 
Educate.  I  offered  this  amendment,  and  it  was  passed  by  the  full 
committee  this  week  because  children  who  are  hungry,  who  are 
sick,  who  are  frightened,  cannot  learn  when  they  enter  the  school- 
room. 

I  believe  that  by  bringing  social  services  and  health  services  at 
or  near  school  sites,  then  we  are  going  to  make  it  possible  to  edu- 
cate the  whole  child.  I  also  believe  that  this  concept  applies  to  the 
issue  of  public  housing,  and  I  compliment  you  on  your  tenant  op- 
portunity programs  and  the  jobs  programs  you  are  talking  about. 

I  hope  there  is  going  to  be  an  incentive  to  make  this  one-stop- 
shopping  concept  work.  And  the  services  and  programs  are  already 
out  there,  so  I  believe  our  dollar  will  go  much  further  if  we  use  the 
coordinated  services  approach,  particularly  in  public  housing  and 
in  low-income  neighborhoods. 

After  you  respond  to  that,  I  have  something  else  to  talk  about. 

Mr.  Frank.  I  would  ask — I  will  give  Ms.  Woolsey  a  chance  to 
prove  she  can  question  and  chair  at  the  same  time,  and  I  will  go 
vote  and  come  back  and 

Ms.  Woolsey.  Well,  get  back  because  I  have  to  go  vote,  too. 

Mr.  Frank.  You  can  recess  it,  too,  after  you  have  finished  with 
your  questions. 

Ms.  Woolsey.  Go  ahead.  I  can  listen  and  walk  at  the  same  time. 

Mr.  Frank.  Well,  you  can  do  it  from  there. 

Secretary  CiSNEROS.  We  are  preparing  an  internal  document  that 
we  are  calling  Project  Transition,  and  the  whole  point  of  Project 
Transition  is  to  try  to  build  people's  lives  along  the  continuum  of 
improvement.  It  is  important,  we  feel,  to  infuse  a  dynamic  that  is 
upward  and  lifting.  In  other  words,  rather  than  just  serve  people. 
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service  people,  maintain  people,  we  must  infuse  into  their  lives  a 
sense  of  motion,  going  somewhere,  hope,  a  march  toward  oppor- 
tunity. 

And  while  that  sounds  sort  of  simple  and  self-evident,  it  allows 
us  to  think  about  our  programs  in  different  ways.  Rather  than  just 
hold  people  static  in  public  housing,  are  we  using  or  thinking  of 
public  housing  as  the  platform,  as  the  base,  from  which  they  then 
can  go  on  to  other  aspects  of  life?  If  you  think  about  it  that  way, 
that  means  we  have  to  assist  people  with  education  and  training, 
child  care,  job  opportunities,  transportation  to  jobs,  all  those  things 
that  allow  them  to  use  public  housing  at  the  base  and  then  go  for- 
ward in  their  lives. 

So,  yes,  we  are  very  much  aware  of  the  importance  of  this  sort 
of  coordination,  believe  in  it,  and  looking  for  ways  to  collaborate 
with  other  Federal  departments  to  make  it  real.  It  is  a  major 
thrust,  a  major  commitment  on  our  part  to  try  to  make  that  hap- 
pen. 

Ms.  WoOLSEY  [presiding].  Well,  that  will  be  very  positive  in  the 
welfare  reform  debate  also. 

Secretary  CiSNEROS.  Absolutely. 

Ms.  WooLSEY.  And  I  appreciate  that. 

I  want  to  talk  about  something  else.  My  town  in  my  district  is 
Petaluma,  California,  and  it  is  a  population  of  40,000,  and  abso- 
lutely the  first  city  in  the  country  to  go  to  the  Supreme  Court  to 
have  planned  control  of  population  growth  measures  that  were 
passed  by  the  Supreme  Court  and  allowed.  But,  with  that,  usually 
that  would  mean  a  NIMBY  approach  to  growth.  And  I  want  to  talk 
about  Petaluma  because,  with  the  planned  growth,  Petaluma  was 
able  to  have  15  percent  of  all  new  and  existing  housing  be  for  low 
and  very  low  income. 

Now,  this  is  very  unusual.  And  I  would  like  to  suggest  that 
Petaluma  would  be  an  excellent  model  because,  with  the  leadership 
that  our  city  council  provided  and  with  the  developer  and  cities  and 
partnership  with  Federal  Government  and  nonprofit  housing  agen- 
cies, we  were  able  to  leverage  city  money  up  to  for  every  dollar  up 
to  $11  and  sometimes  more  than  $11  for  every  $1  that  the  city  con- 
tributed. 

It  is  working.  The  city  is  proud  of  it.  Instead  of  hiding  our 
projects,  we  brag  about  them.  So,  then,  the  citizens  brag  about  it 
because  they  know  it  is  good.  So  I  know  we  have  advantages. 

This  is  a  city  that  was  able  to  be  proactive  instead  of  reactive. 
And  it  is  not  the  same  as  some  of  the  rural  and  urban  severe  prob- 
lems, but  it  can  be  an  example.  And  I  offer  to  you  that  anything 
we  can  do  to  help  you,  come  and  visit.  They  would  love  to  show  you 
what  we  are  doing. 

Secretary  CiSNEROS.  I  am  very  happy  to  know  about  that  for  a 
couple  of  reasons. 

First,  we  are  looking  to  find  successful  models  of  communities 
that  put  in  place  a  strategy  or  a  plan  for  fair  housing  and  include 
a  percentage  goal  of  low-income  persons  in  their  development 
plans.  That  is  very  laudatory. 

We  are  also  looking  for  examples  of  where  public  housing  is  done 
well,  where  low-income  housing  is  architecturally  attractive,  where 
it  becomes  something  you  can  brag  about. 
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We  are  considering,  for  example,  an  innovations  program,  where 
we  would  give  awards  to  both  developers  and  communities  for  what 
they  have  accomplished  in  this  area. 

I  hope  that  at  some  point  either  Joe  Shuldiner,  from  the  public 
housing  office,  Nick  Retsinas,  who  is  responsible  for  the  assisted 
housing,  or  Roberta  Achtenberg,  who  is  working  on  our  metropoli- 
tan strategies,  can  go  back  to  northern  California  that  they  might 
look  in  on  Petaluma.  Obviously,  it  has  some  advantages  of  income 
and  size  that  make  the  model  unique,  at  least  as  compared  to  a 
Philadelphia  or  a  Chicago,  but  many  other  communities  could  prof- 
itably adopt  this  ethic  of  inclusiveness. 

Ms.  WOOLSEY.  And  it  would  have  to  be  presented  that  way.  But 
that  same  advantage  can  sometimes  be  a  disadvantage  because  you 
have  to  get  your  community  to  support  those  that  are  less  advan- 
taged than  themselves,  and  they  did  and  do. 

Thank  you  very  much. 

Secretary  CiSNEROS.  Thank  you. 

Ms.  WooLSEY.  I  have  to  run. 

Chairman  Sabo.  Mr.  Allard. 

Mr.  Allard.  Thank  you,  Mr.  Chairman. 

I  would  like  to  thank  Mr.  Cisneros  for  being  here  with  us  today. 

My  interest  is  in  seeing  that  government  policies  encourage  peo- 
ple to  go  to  work  and  that  we  can  move  them  off  of  welfare  rather 
quickly.  And,  as  I  am  sure  you  are  aware,  we  have  a  problem  with 
work  incentive  as  far  as  public  housing  is  concerned  when  we  re- 
quire that  residents  pay  30  percent  of  their  total  income  in  rent. 
And  then,  as  they  get  a  job — then  what  happens  is  the  amount  of 
rent  that  they  pay  increases  and  at  times  their  net  disposable  in- 
come actually  goes  down.  And  we  have  created  what  we  call  a  wel- 
fare trap  for  people  that  are  in  public  housing. 

It  is  an  area  that  I  have  heard  continual  complaints  about,  and 
I  understand  that  you  have  proposals  in  your  budget  to  address 
this,  including  your  income  disallowance  provision  and  also  your 
ceiling  rent  provision,  and  I  want  to  support  you  on  this  new  ap- 
proach. 

The  question  I  have  is  can  these  reforms  be  done  in  a  way  that 
do  not  cost  more  money  in  the  budget? 

Secretary  CiSNEROS.  Yes,  sir.  As  a  matter  of  fact,  we  now  have 
legislation  pending  before  the  House  Banking  Committee.  We  are 
anticipating  hearings  at  almost  any  time  on  this  subject. 

You  are  exactly  correct  in  the  way  you  described  the  problem. 
When  persons  have  to  spend  30  percent  of  their  income  for  rent — 
no  matter  what  their  income  is — so  as  the  income  rises  they  pay 
a  greater  amount,  sometimes  literally  disqualifying  themselves  for 
public  housing  in  the  process,  that  is  a  great  disincentive. 

This  is  not  sort  of  theory,  but  I  have  actually  talked  to  individ- 
uals who  made  the  decision  not  to  work  or  a  family  member  who 
made  the  decision  to  separate  from  their  family  because  they  want- 
ed to  work,  wanted  to  support  the  family,  but  if  they  stayed  on  the 
lease,  their  income  would  rise  dramatically. 

We  have  legislation  pending  to  allow  us  to  change  that,.  That 
legislation  is  now  before  the  House  Banking  Committee.  It  has  al- 
ready passed  the  Senate.  We  hope  it  will  move  in  the  next  several 
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months.  We  have  made  provisions  to  implement  it  in  the  budget. 
It  is  not  that  expensive. 

Because  if  people  are  not  working  today,  their  income  is  not 
going  up.  So  the  very  circumstance  that  we  are  trying  to  correct 
means  there  is  not  a  lot  of  money  coming  in  for  that.  And  so  even 
if  we  freeze  it  and  people's  income  rises,  it  is  not  as  if  we  lose  any 
money  because  people  are  not  working  because  of  this  law,  because 
of  the  way  this  law  is  done. 

Mr.  Allard.  Will  that  require  a  dynamic  economic  model  to  do 
that?  Because  if  it  does,  we  are  in  trouble  already. 

Secretary  CiSNEROS.  It  requires  the  authority  to  do  it  on  the  part 
of  the  Congress.  We  are  seeking  that.  It  requires  housing  authori- 
ties to  administer  it  fairly,  and  then  it  requires  a  concerted  effort 
to  try  to  help  people  get  employment.  And  we  think  that,  frankly, 
much  of  this  will  happen  naturally,  that  individuals  will  make  the 
rational  decision  that  if  they  work — which — they  want  to  work. 

One  of  the  interesting  things  is  how  many  Americans  believe 
that  somehow  people  in  public  housing  are  different  and  do  not 
want  to  work.  People  want  to  work.  There  is  dignity.  There  is 
meaning.  There  is  purpose.  There  is  example.  They  want  to  work. 

Mr.  Allard.  I  assume  CBO  has  scored  that  legislation  in  bank- 
ing? 

Secretary  Cisneros.  I  assume  that  they  have,  yes. 

Mr.  Allard.  And  is  there  a  net  cost? 

Secretary  CiSNEROS.  No.  As  I  say,  for  reasons  associated 

I  can  get  you  the  details  of  that. 

Mr.  Allard.  Very  good. 

Secretary  Cisneros.  For  reasons  associated  with  the  fact  there 
is  not  that  much  lost  because  rents  are  not  going  up  dramatically 
because  people  are  not  working. 

Mr.  Allard.  Very  good.  I  have  been  reading  this  last  weekend — 
and  this  has  to  do  with  how  people  qualify  for  disability — and  I 
have  noticed  in  your  program  you  are  trying  to  expand  a  lot  of  your 
disability  areas  considerably. 

This  issue  that  has  come  up  this  weekend  has  to  do  with  the  So- 
cial Security  disability  trust  fund  where  there  are  dollars  that  are 
available  for  addicts.  There  is  no  attempt  to  ensure  they  are  in  a 
treatment  program.  There  is  no  control  on  those  payments.  So  they 
are  getting  some  huge  lump  sum  dollars  coming  into  them.  They 
are  getting  monthly  payments,  and  it  is  actually  going  to  support 
the  addiction.  It  does  not  go  for  what  the  money  was  intended  for. 

Do  you  in  your  disability  program — I  assume  you  have  the  same 
definition  problem  in  your  program  with  addicts  as — classified  as 
being  disabled? 

Secretary  CiSNEROS.  Yes. 

Mr.  Allard.  And  what  are  you  doing  to  make  sure  that  they  are 
getting  into  a  treatment  program  or  there  is  some  accountability  if 
they  are  getting  any  cash  or  voucher  type  of  payments? 

Secretary  CiSNEROS.  First  of  all,  the  problem  is  not  one  created 
by  the  agencies,  but  it  is  the  definition  in  the  American  Disabilities 
Act  and  previous  acts.  That  persons  with,  first,  mental  disabilities 
but  then  later  drug  addiction  and  alcohol  addiction  are  classified  as 
disabled.  Therefore,  once  they  are  classified  as  disabled,  whatever 
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programs  are  available  to  persons  with  disabilities  are  automati- 
cally available. 

Mr.  Allard.  You  cannot  insist  on  a  treatment  program? 

Secretary  CiSNEROS.  I  have  not  gotten  to  that.  I  was  just  describ- 
ing the  definitional  problem. 

Mr.  Allard.  Okay,  fine. 

Secretary  CiSNEROS.  So  that  is  the  first  thing. 

The  second  thing  is  we  do  not  normally  give  cash.  So  we  do  not 
have  exactly  the  same  problem  that  people  might  convert  their 
money  into  drug  purchases  and  so  forth,  although  they  might  well 
use  a  housing  unit  as  a  base  for  drug  operations  or,  at  a  minimum, 
drug  use.  And  that  is  serious,  and  that  is  against  the  law,  and 
housing  authorities  with  good  managements  find  it  out,  and  it  is 
a  reason  for  eviction. 

And,  hopefully,  good  housing  authorities  are  doing  it,  because, 
where  they  do  not,  it  infects  the  rest  of  the  building,  and  it  is  a 
very  serious  problem. 

Thirdly,  I  think  the  President  is  on  the  right — not  only  on  the 
right  track  but  has  selected  the  right  priority  with  respect  to  the 
drug  strategy  that  was  announced  yesterday.  I  was  present  when 
Dr.  Lee  brown  and  the  President  laid  out  the  philosophical  thrust 
of  the  President's  drug  treatment  strategy,  national  drug  policy, 
and  it  is  an  emphasis  on  treatment. 

I  think  you  are  correct  that  we  need  to  do  a  better  job  of  making 
sure  that  people — that  we  link  treatment  to  the  government  pro- 
grams where  we  try  to  assist  people.  That  in  the  same  spirit  of 
transition  that  I  described  earlier,  the  transition  of  a  state  of  life 
to  something  improved  or  better,  that  people  who  are  presently  ad- 
dicted ought  not  be  just  served  but  set  on  the  course  where  their 
life  is  changed. 

Mr.  Allard.  Are  you  currently  implementing  those  policies  con- 
sistently? 

Secretary  CiSNEROS.  No.  I  would  have  to  say  that  we  presently 
do  not  make  that  linkage  but  that,  as  a  result  of  the  national  drug 
policy,  we  should  and  will. 

Mr.  Allard.  Thank  you. 

Chairman  Sabo.  Mr.  Smith. 

Our  lights  are  not  working  so  we  will  follow  the  clock.  It  is  stuck. 

Mr.  Smith  of  Michigan.  Mr.  Chairman,  can  I  have  the  latitude 
of  asking  who  the  audience  is? 

Chairman  Sabo.  The  Secretary  introduced  several  of  his  top  as- 
sistants at  the  beginning  of  the  session. 

Mr.  Smith  of  Michigan.  With  a  show  of  hands,  how  many  HUD 
employees  are  there  attending?  And  then  how  many  people  have 
business  interactions  with  HUD,  either  agency-related  or  company- 
related?  Thank  you. 

I  am  very  interested  in  what  we  might  do  to  further  privatize 
HUD.  Do  we  still  have  any  outstanding  loans  from  the  days  when 
HUD  was  in  the  direct  lending  business? 

Secretary  CiSNEROS.  I  am  sure  there  probably  are.  I  do  not  have 
that  number  offhand. 

Mr.  Smith  of  Michigan.  If  we  do,  what  do  you  think  of  putting 
those  notes  up  for  auction  and  getting  the  government  out  of  that 
business  totally  in  HUD? 
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Secretary  CiSNEROS.  We  have  talked  about  that  before,  and  it  is 
certainly  something  to  look  at. 

Mr.  Smith  of  Michigan.  So  you  are  going  to  look  at  that  pros- 
pect favorably? 

Secretary  CiSNEROS.  We  have  discussed  it  with  0MB. 

Mr.  Smith  of  Michigan.  Would  you  let  us  know  if  you  need  leg- 
islative authority? 

Secretary  CiSNEROS.  On  the  subject  of  privatization,  there  are 
things  that  we  are  working  on. 

For  example,  in  Boston 

Mr.  Smith  of  Michigan.  Let  me  ask  you  some  specific  questions, 
if  I  may,  about  the  review  of  new  loans.  Can  you  tell  me  how  much 
it  costs  HUD  to  review  those  new  loan  guaranty  applications?  How 
much  it  costs  in  terms  of  basis  points? 

Secretary  CiSNEROS.  No.  I  am  sorry.  I  cannot  tell  you  offhand.  I 
can  get  you  the  information.  But  the  Assistant  Secretary  for  Hous- 
ing is  in  California  now. 

Mr.  Smith  of  Michigan.  That  is  where  maybe  most  of  my  ques- 
tions are,  so  maybe  I  will  let  you  answer  in  writing  on  some  of 
these.  Could  the  private  sector  possibly  do  it  cheaper  than  HUD  in 
reviewing  those  applications? 

Secretary  CiSNEROS.  Do  not  know.  I  would  have  to  see  what  it 
costs  us. 

Frankly,  the  housing — in  the  housing  insurance  field,  for  exam- 
ple, the  load  in  the  private  sector  is  something  like  12  loans  per 
employee.  Ours  is  about  150  loans  per  employee.  It  puts  us  in  a 
position  of  not  doing  as  good  a  job,  but  I  don't  know  that  they  could 
do  it  any  cheaper  is  what  I  am  saying. 

Mr.  Smith  of  Michigan.  That  would  be  good  to  know.  Because 
if  they  can  do  it  more  efficiently  and  we  can  get  out  of  that  busi- 
ness, it  seems  to  me  it  would  be  so  much  better  for  both  the  loan 
applicant  and  the  American  taxpayer.  And,  you  know,  if  we  are 
spread  so  thin  that  we  do  not  do  the  kind  of  job  that  the  private 
sector  thinks  is  necessary 

Secretary  CiSNEROS.  Or  that  is  necessary,  period. 

Mr.  Smith  of  Michigan.  Certainly.  How  about  the  fee  for  servic- 
ing loans  while  the  loans  are  being  repaid?  We  charge — HUD 
charges  annual  fees. 

Secretary  CiSNEROS.  FHA.  I  will  get  that. 

Mr.  Smith  of  Michigan.  How  about  that  being  privatized?  How 
much  does  that  cost  us  in  terms  of  basis  points? 

Secretary  CiSNEROS.  I  will  look  at  that. 

I  will  promise  you  this.  Nick  Retsinas,  who  is  the  Housing  Com- 
missioner and  FHA  Commissioner,  is  presently  in  Los  Angeles 
today  dealing  with  the  implications  of  the  earthquake  for  the  finan- 
cial system  and  so  forth.  And  when  he  returns,  I  will  ask  him  to 
come  and  call  on  you,  and  you  can  offer  him  some  of  these  ideas. 

I  will  tell  you  why  that  is  really  important  to  us  right  at  this  mo- 
ment. He  is  embarked  on  a  course  to  try  to  redevelop  FPLA,  really 
modernize  it,  bring  it  into  the  21st  century,  computer  systems, 
service  centers  decentralized  across  the  country,  and  trying  to  find 
corporate  models  of  how  big  insurance  companies  operates  that  are 
applicable  to  a  better-run  FHA.  Some  of  these  things  you  are  men- 
tioning he  may  be  very  open  to. 
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Mr.  Smith  of  Michigan.  Would  the  size  of  the  default  portfolio 
be  a  question  to  pose  to  him? 

Secretary  CiSNEROS.  Yes.  I  did  not  come  prepared  to  discuss  that 
today,  but 

Mr.  Smith  of  Michigan.  Are  you  looking  at  or  should  we  be 
looking  at  moving  to  the  private  sector  those  defaulted  properties 
that  HUD  has  repossessed?  We  want  to  get  those  back  in  the  pri- 
vate sector. 

Secretary  CiSNEROS.  Absolutely.  We  want  to  sell  them.  The  prob- 
lem is,  you  cannot  sell  them  to  the  private  market  without  attach- 
ing the  assistance  subsidy  because  the  private  market  could  not 
make  them  work  as  market  properties  without  some  subsidy. 

Mr.  Smith  of  Michigan.  On  the  defaulted  properties,  we  have 
taken  the  ownership  of  the  property  back,  and  so  it  seems  to  me 
that  there  is  no  longer  a  landlord  on  that  property  necessarily. 

Secretary  CiSNEROS.  I  am  saying  you  cannot  sell  them.  You  can- 
not get  someone  to  buy  them  because  they  cannot  make  them  work 
in  the  marketplace  in  the  neighborhoods  that  they  are  in  without 
attaching  a  subsidy.  So  while  we  want  to  move  them  back  to  the 
private  market 

Mr.  Smith  of  Michigan.  Still,  they  are  worth  something.  What- 
ever the  real  market  is  out  there  is  what  they  are  worth,  and  they 
are  worth  the  same  to  the  government  as  they  are  to  the  private 
sector.  So  if  it  is  less  than  what  the  outstanding  balance  is  on  that 
portfolio,  then  that  is  our  tough  luck,  I  would  think. 

Secretary  CiSNEROS.  Well,  we  are  attempting  to  sell  them.  Con- 
gressman. The  policy  question  is,  do  we  want  to  maintain  some 
units  for  low-income  persons  and  affordable  housing?  And  if  we  do, 
we  must  attach  some  subsidy. 

Mr.  Smith  of  Michigan.  Should  we  be  looking  at  a  greater  em- 
phasis on  the  vouchers  as  we  consider  letting  the  private  sector  de- 
cide who  is  going  to  get  the  loans?  And  should  we  simply  encourage 
low-income  housing  by  giving  vouchers  to  a  greater  extent  and  get 
government  out  of  the  lending  business  and  get  out  of  the  home 
ownership  business?  Is  that  what  we  are  looking  at? 

Secretary  CiSNEROS.  We  believe  the  voucher  effort  is  a  very  im- 
portant part  of  our  effort  and  is  a  good  market  mechanism. 

Mr.  Smith  of  Michigan.  When  does  the  market  plan  to  issue 
mortgage 

Chairman  Sabo.  Mr.  Smith,  I  am  sorry.  Your  5  minutes  are  up. 

Mr.  Smith  of  Michigan.  Sorry. 

Mr.  Chairman,  could  I  make  one  request?  Could  I  have  a  copy 
of  your  fiscal  1995  Congressional  justification  delivered  to  my  of- 
fice? 

Secretary  CiSNEROS.  Sure.  And  I  will  be  happy  to  get  Mr. 
Retsinas  to  come  and  visit  you.  Those  are  some  good  ideas. 

Mr.  Smith  of  Michigan.  Thank  you,  Mr.  Chairman. 

Chairman  Sabo.  Mr.  Coyne. 

Mr.  Coyne.  Thank  you,  Mr.  Secretary,  and  I  welcome  your  very 
comprehensive  testimony. 

The  administration's  budget  proposal  recommends  a  reduction  in 
the  amount  available  for  the  severely  distressed  public  housing  pro- 
gram from  $778  million  to  $500  million.  Are  the  grants  for  that 
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program  going  to  be  restricted  to  those  applications  that  were  made 
prior  to  May  26,  1993? 

Secretary  CiSNEROS.  We  will  run  a  new  application  program. 

Mr.  Coyne.  You  will  have  a  new  application  program. 

Secretary  CiSNEROS.  What  we  did  in  1993  and  1994  was  basically 
rank  order  the  applications  that  came  in,  and  we  went  as  far  as 
the  1993  money  would  allow  us,  and  then  with  the  1994  funds  we 
continued  down  the  same  list.  But  we  have  pretty  well  exhausted 
that  list  or  at  least  the  high-quality  applications,  so  we  will  reopen 
the  process  for  the  1995  funds. 

The  process  will  open  early  this  summer,  June  perhaps,  to  be 
closed  and  decided  by  roughly  October  1st.  So  that  when  the  fiscal 
year  begins  and  the  1995  funds  are  available,  we  can  act  imme- 
diately to  fund  them. 

Mr.  Coyne.  As  we  all  know,  the  designation  of  104  empowerment 
zones  and  enterprise  communities  is  not  going  to  cover  all  the  com- 
munities that  would  like  to  have  one.  What  are  we  doing  at  the  De- 
partment of  Housing  and  Urban  Development  to  help  those  com- 
munities that  will  not  get  an  empowerment  or  enterprise  zone? 

Secretary  CiSNEROS.  That  is  a  good  question.  A  couple  of  things. 
The  first  is  to  work  with  those  communities  that  are  not  selected 
in  the  event  it  is  possible  in  the  future  to  advocate  for  another 
round  of  empowerment  and  enterprise  communities.  And  that  is  a 
discussion  that  needs  to  occur  at  the  highest  levels.  That  is  literally 
a  presidential  call  that  needs  to  be  made. 

Secondly,  we  have  at  HUD  an  effort  where  we  work  with  commu- 
nities, literally  track  communities,  to  make  sure  we  are  extending 
them  the  maximum  assistance  that  we  can,  not  just  funding  but 
availability  and  visits  by  our  assistant  secretaries  and  so  forth. 

I  receive  a  delegation  from  communities  literally  every  week.  We 
set  aside  a  part  of  every  Wednesday  and  a  delegation  comes  in: 
Mayors,  Chamber  of  Commerce  officials,  local  development  officials, 
housing  authority  folks,  and  sort  of  lays  out  their  views  and  what 
they  want  to  do  with  their  communities.  We  have  seen  upwards  of 
a  hundred  communities  that  way. 

So  because  a  community  is  not  selected  for  an  enterprise  commu- 
nity does  not  mean  it  will  not  get  a  substantial  level  of  attention 
from  us.  My  goal  is  that  we  will  have  reviewed — in  every  commu- 
nity of  any  substantial  size  in  our  country,  we  will  have  reviewed 
how  our  programs  are  working  in  those  places  and  how  our  field 
offices  are  working  with  them  to  create  a  local  community  plan. 

And  I  would  expect  that  beyond  the  104  communities  selected 
this  way,  that  another  100  communities  or  so  will  have  that  kind 
of  relationship  with  HUD.  So  we  are  really  talking  about  200-plus 
places,  maybe  250  across  the  country  with  which  we  have  a  rela- 
tionship. You  know,  modern  technology,  computers  and  so  forth 
makes  that  possible. 

So  those  are  some  of  the  things  we  are  doing. 

Mr.  Coyne.  Thank  you  very  much. 

Secretary  CiSNEROS.  Yes,  sir. 

Chairman  Sabo.  Mr.  Frank. 

Secretary  CiSNEROS.  I  might  say — I  have  been  handed  a  note 
that  McKeesport  is  in  your  district,  and  one  of  the  cities  that  has 
come  in  to  see  me  is  McKeesport.  And  I  visited  with  the  mayor. 
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talked  to  him  about  housing  problems,  talked  to  him  about  prac- 
tical problems  like  a  building  they  want  to  have  torn  down,  but  the 
environmental  guidelines  and  interpretations  keep  them  from  tak- 
ing down  a  burned-out  shell  of  a  building.  So  I  am  aware  of  the 
McKeesport  plan. 

Mr.  Coyne.  Well,  my  district  is  Pittsburgh.  McKeesport  is  a  little 
further  up  the  Monongahela  Valley,  but  it  is  pretty  close. 

Mr.  Frank.  Mr.  Secretary,  first  I  appreciate  the  very  good  job 
you  and  your  staff  did  in  fighting  to  hold  a  decent  level  for  HUD 
in  tough  times.  I  realize  that,  and  realize  it  could  have  been  worse. 

I  do  have  a  couple  of  priority  questions,  but  I  want  to  pick  up 
first  on  the  enterprise  zone. 

I  apparently  am  the  least  enthusiastic  person  in  America  about 
this  concept,  probably  for  the  reasons  that  the  gentleman  from 
Pennsylvania  was  talking  about,  in  that,  inevitably,  it  is  going  to 
take  resources  away  from  some  people  and  give  them  to  others. 

So  my  question  is,  it  is  nice  for  people  to  be  able  to  visit  you,  but 
to  what  extent  will  the  administration  of  the  zones  give  a  resource 
preference  to  those  that  are  in  the  zones  inevitably  at  the  expense 
of  those  that  are  outside? 

Secretary  CiSNEROS.  Most  of  the  funds  that  are  now  being  talked 
about  for  the  empowerment  zones.  Congressman,  is  new  money. 
That  $500  million  we  are  asking  for  from  HUD  is  new  money. 

Mr.  Frank.  It  is  new  money  out  of  your  budget,  and  it  takes 
away  from  other  money. 

Secretary  CiSNEROS.  The  HHS  monies — there  is  about  $1  billion 
in  Title  XX  funds. 

Mr.  Frank.  That  goes  only  to  those  zones. 

Secretary  CiSNEROS.  Correct.  The  employment  credits — the  em- 
ployee credits  for  firms  that  hire. 

Mr.  Frank.  Only  those  zones. 

Secretary  CiSNEROS.  Only  those  zones. 

Mr.  Frank.  I  think  I  have  been  delinquent  in  not  voicing  this  be- 
fore, but  what  we  may  prove  is  if  you  give  some  people  a  lot  more 
money  than  others,  the  people  you  give  the  more  money  to  will  be 
better  off.  I  am  prepared  to  stipulate  to  that. 

Secretary  CiSNEROS.  I  would  hope. 

Mr.  Frank.  Especially  when  it  is  at  the  expense  of  people  who 
are  not  in  the  zones,  and  to  the  extent,  also,  that  people  sometimes 
see  this  as  a  shortcut  for  national  programs  by  saying  we  are  going 
to  find  a  kind  of  a  substitute  for  money.  Giving  people  more  money 
does  not  lead  to  a  substitute  for  money.  I  realize  this  is  something 
we  did,  but  you  have  confirmed  my  extreme  skepticism. 

And  the  worst  people  in  the  country — I  think  the  worse-off  people 
are  going  to  be  those  people  who  meet  all  the  criteria  for  the  zones 
and  are  not  in  the  zones  because  then  they  will  be  competing  with 
people  equally  badly  off  but  with  government  resources  to  help 
them,  and  I  am  very  troubled  by  that.  But  that  is  our  public  policy 
problem. 

Second  point,  regulations.  I  know  Mr.  Kleczka  is  concerned — and 
others.  We  passed  this  legislation  after  a  lot  of  pulling  and  holding 
in  the  authorizing  committee  to  try  to  provide  separate  housing  for 
elderly  people  and  particularly  people  who  might  have  mental  or 
drug  problems  that  might  cause  problems.  I  know  you  are  doing 
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the  regulating  and  getting  the  regs  out,  but  they  have  to  be  done 
very  quickly. 

We  have  a  serious  constitutional  issue  here.  I  have  read  the  Con- 
stitution fairly  often.  I  see  nothing  in  the  Constitution  of  the  Unit- 
ed States  that  says  that  when  Congress  has  passed  a  law  and 
given  it  a  given  effective  date,  that  a  department,  by  not  promul- 
gating regulations,  has  the  power  to  delay  that  law's  effective 
dates.  That  is  the  way  all  your  predecessors  have  acted.  That  is 
what  you  have  inherited,  and  the  way  you  have  acted.  And  what 
you  are  going  to  require  us  to  do 

I  have  done  this  before — and  I  don't  want  to  say  because  admin- 
istrations have  changed  I  will  drop  the  principle — we  will  put  effec- 
tive dates  into  the  statute,  and  if  you  are  not  ready,  the  people  just 
go  out  there. 

I  understand  you  have  problems,  but  it  cannot — constitutionally, 
the  effective  date  of  a  statute  cannot  be  suspended  by  a  failure  of 
an  agency  to  act. 

Secretary  CiSNEROS.  I  agree  with  you  completely.  As  a  matter  of 
fact,  I  have  asked  our  Office  of  General  Counsel  to  initiate  a  project 
we  are  calling  unimplemented  statutes.  It  offends  my  sense  of  basic 
civics  that  Congress  would  pass  a  law  intending  it  to  take  effect 
and  that  the  departments  can,  by  failure  to  act,  not  see  the  law  go 
forward. 

So  we  have  an  opaque  side  by  side  prepared  which  shows  the 
places  where  Congress  intended  action  and  it  has  not  occurred. 
Most  of  them  are  easily  doable,  and  we  are  under  way  to  do  that. 
There  are  a  couple  of  places  where,  frankly,  we  do  not  like  what 
the  Congress  intended,  but  we  are  going  to  do  it,  and  some  that 
are  very,  very  painful  for  us.  They  are  very  painful.  It  is  not  pleas- 
ant, but  it  passed  the  Congress,  and  we  are  going  to  implement 
them.  And  we  will  explain  it  to  the  interest  groups  and  everybody 
else  that  is  beating  up  on  us  for  these  regulations  that  that  is  the 
law. 

Mr.  Frank.  You  put  your  finger  on  it.  There  are  people  who  have 
used  the  process  to  delay  and  kind  of  relitigate  things  that  were 
decided.  They  simply  cannot  do  it.  And  the  alternative,  they  should 
understand,  is  that  we  will  provide  effective  dates  that  will  say  this 
takes  effect  with  or  without  regulations. 

Secretary  Cisneros.  I  want  you  to  know  it  is  not  my  attitude  at 
all  that  it  is  my  right  or  prerogative  to  delay  laws  of  the  Congress. 
And  beyond  just  saying  that,  we  have  a  process  under  way  with  the 
lawyers  of  OGC,  Office  of  General  Counsel,  who  lay  out  for  me 
what  are  the  unimplemented  statutes  that  exist  and  when  will  we 
get  regulations  on  them. 

Chairman  Sabo.  If  the  gentleman  will  yield,  I  want  to  reempha- 
size  my  strong  support  for  what  Mr.  Frank  said.  Beyond  that,  we 
passed  a  law  that  was  very  specific,  and  it  was  over  a  year  before 
the  proposed  regulations  even  came  out  at  HUD. 

Secretary  CiSNEROS.  It  is  a  major  problem. 

Chairman  Sabo.  Frankly,  when  I  expressed  my  disappointment 
early,  that  was  a  vast  understatement. 

Secretary  CiSNEROS.  Frankly,  we  welcome  self  implementing 
laws  where  possible. 

Mr.  Frank.  We  will  work  with  all  of  you. 
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Secretary  CiSNEROS.  Because,  I  mean,  there  are  cases  where  the 
Congress  expressed  an  intent  on  something. 

But  I  will  also  be  frank  with  you,  if  I  may.  There  are  cases  where 
the  Congress  fuzzes  up  the  statement  because  it  is  trying  to  walk 
the  mine  field  between  the  issues. 

Mr.  Frank.  I  am  not  talking  about  those.  As  the  Chairman  said, 
in  this  case  we  are  talking  about  specific  things. 

Let  me  move  on,  and  I  will  be  glad  to  work  further  with  you.  I 
do  want  to  note  that  I  was  pleased,  because  some  of  the  savings 
that  were  listed  there,  particularly  the  income  verification,  was  a 
result  of  this  caucus  in  which  the  gentleman  from  Texas  and  the 
gentleman  from  Utah,  Mr.  Stenholm  and  Mr.  Orton,  said,  let's  do 
this. 

And  the  income  verification,  which  is  a  savings  of  a  billion  and 
a  half  over  this  period,  was  mandated  by  this  committee  to  the 
Banking  Committee  as  part  of  reconciliation.  So  this  is  an  example 
of  that. 

Secretary  CiSNEROS.  So,  occasionally,  the  system  does  work. 

Mr.  Frank.  We  both  agree,  most  of  the  time. 

But  two  other  issues  I  want  to  deal  with — or  one  other  espe- 
cially— and  that  is  the  question  of  the  pipeline. 

I  am  delighted  we  are  doing  something  about  the  homeless,  but 
I  find,  obviously,  some  contradiction  between  an  ability  or  a  will- 
ingness to  help  the  homeless  and  a  slowdown  in  public  housing, 
since  my  guess  is  very  few  of  the  homeless  are  going  to  move  right 
away  to  Georgetown  and  Beverly  Hills  and  Dover.  A  lot  of  them  are 
not  going  to  skip  go  but  are  going  to  live  in  public  housing  or  an 
equivalent  thing.  That  is  a  problem  I  have. 

Let  me  say  two  things.  First  of  all,  I  welcome  what  I  gather  is 
a  commitment  from  you  that  these  are  1-year  exceptions  to  a  gen- 
eral pattern.  This  is  not  a  proposal  to  get  out  of  the  business  of 
constructing  public  housing. 

Secretary  CiSNEROS.  Absolutely.  I  believe  in  public  housing  as  a 
part  of  our  national  housing  strategy. 

Mr.  Frank.  It  is  true  this  Federal  Government,  in  coordination 
with  local  governments,  made  some  terrible  decisions  about  public 
housing:  Columbia  Point,  Cabrini  Green,  Pruitt  Igo.  There  are  mil- 
lions of  people  living  in  public  housing. 

As  unattractive  as  that  seems  to  many  of  us,  they  do  not  live 
there  under  compulsion  of  law.  They  live  there  because,  as  bad  as 
that  housing  may  appear  to  us,  it  is  the  best  they  can  get.  And  to 
the  extent  they  cannot  get  that,  they  get  worse  off,  not  better.  We 
don't  see  these  people  saying,  gee,  I  guess  I  will  stop  living  in  this 
kind  of  thing. 

I  do  have  one  question.  I  know  the  Banking  Committee  will  be 
asking  you  to  focus  specifically  on  the  pipeline  question,  but  to  the 
extent  you  can  show  us  a  slowdown — and  this  is  particularly  mod- 
ernization. I  agree  with  the  Chairman.  Not  modernizing,  allowing 
the  properties  not  to  be  fully  usable  is,  obviously,  a  grave  error. 

And  it  is  also  the  case  in  the  short-term — and  here  our  budget 
procedures  are  part  of  our  problem  because  we  do  not  have  a  cap- 
ital budget.  Therefore,  any  capital  improvement  all  gets  budgeted 
in  the  first  year. 
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On  the  other  hand,  once  we  have  done  that,  that  can  be  available 
for  30,  40  or  50  years  for  low-income  individuals  to  live  in  as  op- 
posed to  the  greater  cost  of  a  Section  8  certificate.  And  it  is  our 
budget  process  that  makes  it  look  cheaper  in  the  short  run  when 
in  fact,  in  the  long  run,  we  would  be  much  better  off.  Because  20 
years  of  a  Section  8  certificate  will  always  be  more  expensive  than 
fixing  up  a  public  housing  unit,  if  it  is  not  totally  deteriorated. 

And  that  is  something,  Mr.  Chairman,  we  should  be  looking  at, 
is  the  extent  to  which  we  buy  us  choices  that  are  not  the  right  eco- 
nomic choices. 

But  I  am  going  to  ask  you  to  focus  on,  because  I  am  skeptical 
that  this  cutback  on  modernization  will  have  no  effect.  Your  de- 
partment, after  all,  has  not  been  doing  a  good  job  in  unclogging  the 
pipeline.  You  cannot  bleed  a  pipeline  you  are  cleaning  out.  So  I  will 
ask  for  some  specific  hearings  before  the  Banking  Committee  as 
soon  as  we  return  so  we  can  ask  some  people,  councils  of  large  pub- 
lic housing  authorities,  to  come  in,  and  I  would  like  to  focus  on  the 
specific  issue  to  what  extent  can  we  show  that  the  pipeline  is  or 
is  not  a  factor.  And  I  hope  we  can  come  to  some  sort  of  specific  con- 
clusions. 

Secretary  CiSNEROS.  It  clearly  would  have  an  effect  but  probably 
not  in  the  first  year.  That  is  our  assessment. 

Mr.  Frank.  Obviously  we  are  thinking  about  longer  term,  but  my 
problem  is  we  will  then  be  stuck  with  a  requirement  for  more  and 
more  expensive  Section  8  vouchers — Section  8  certificates  and 
vouchers — than  if  we  would  have  fixed  up  the  units. 

Secretary  Cisneros.  That  is  all  true. 

Mr.  Frank.  We  will  pursue  that.  Thank  you. 

Chairman  Sabo.  Mr.  Cox. 

Mr.  Cox.  First,  I  want  to  congratulate  the  Secretary.  I  believe 
this  is  your  first  appearance  before  this  committee. 

Secretary  CiSNEROS.  Yes,  it  is,  sir. 

Mr.  Cox.  And  having  seen  the  succession  of  administration  wit- 
nesses over  the  last  few  days,  I  have  just  personally  been  favorably 
impressed.  I  think  you  have  done  a  spectacular  job  of  presenting 
your  case,  and  you  strike  me  as  someone  who  is  open  to  new  ideas 
and  who  is  on  top  of  his  job,  and  I  have  enjoyed  listening  to  the 
presentation  this  morning. 

Secretary  CiSNEROS.  Thank  you,  sir. 

Mr.  Cox.  I  would  like  to  cover  just  two  areas.  One  is  the  whole 
notion  of  government-owned  public  housing,  and  the  second  is  how 
best  we  can  address  the  problem  of  homelessness. 

You  just  said  in  response  to  Congressman  Frank  a  moment  ago 
that  you  believe  in  government-owned  housing  or  public  housing. 

Secretary  CiSNEROS.  As  part  of  the  national  housing  strategy. 

Mr.  Cox.  I  would  like  us  to  think  about  why  we  do  not  accept 
that  model  when  it  comes  to  providing,  for  the  less  fortunate 
among  us,  food  rather  than  shelter.  It  does  not  occur  to  us  that 
government  should  own  and  operate  the  farms  or  that  government 
should  own  and  operate  the  food  brokers  or  that  government 
should  own  and  operate  the  grocery  store  at  the  retail  level.  In- 
stead, we  give  people  a  coupon  that  they  can  go  use  to  purchase 
the  very  same  kind  of  products,  presumably  less  of  them  and  the 
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low-end  variety  because  they  do  not  have  as  much  money  as  does 
everyone  else. 

There  is  a  lot  of  evidence,  empirical  in  nature,  that  suggests  that 
public  housing,  new  construction,  is  twice  as  expensive  as  tenant- 
based  assistance.  And  I  just  wonder  if  we  are  going  to  be  empiri- 
cists rather  than  conservatives  or  liberals  or  whatever  and  do  what 
works  to  deliver  the  most  assistance  to  people  who  need  it,  particu- 
larly in  the  context  of  the  kinds  of  budget  constraints  that  we  have. 

Why  would  we  follow  such  a  different  model  in  your  areas  as 
compared  to  providing  food  for  people? 

Secretary  CiSNEROS.  I  appreciate  the  line  of  questioning  because 
it  does  go  right  to  the  heart  of  some  of  the  philosophical  choices 
that  need  to  be  made,  and  they  do  end  up  being  philosophical  in 
some  sense. 

Let  me  describe  the  argument.  The  argument,  by  those  who  sup- 
port traditional  public  housing — and  it  is  an  argument  that  has — 
it  is  persuasive  to  me — is,  first  of  all,  if  you  give  persons  vouchers 
or  certificates  and  they  go  out  and  find  housing  in  the  marketplace, 
then  those  programs  can  be  eliminated  at  a  whim.  In  other  words, 
a  future  administration  comes  along  and  says,  philosophically,  we 
do  not  think  we  should  be  in  the  business  of  housing  at  all,  cut  out 
the  vouchers  and 

Mr.  Cox.  If  I  might  interject.  Why  has  that  not  destroyed  the  via- 
bility of  the  plan  with  regard  to  pension  funds? 

Secretary  Cisneros.  Because  those  would  be  contracted.  Those 
are  15-year  contracts. 

Mr.  Cox.  Couldn't  we,  therefore,  do  the  same  thing?  It  seems  to 
me  your  idea,  which  is  very  novel,  is  a  good  one,  and  it  shows  that 
you  can  use  that  promise  of  government  support  to  get  somebody 
else  to  do  the  construction. 

Secretary  CiSNEROS.  You  can,  and  it  is  proven  you  can. 

But  the  problem  is — I  am  citing  the  argument  for  some  fixed 
units.  That  if  you  would  cut  out  the  new  incremental  vouchers  in 
any  given  year,  for  whatever  reason,  philosophically,  an  adminis- 
tration comes  to  power  and  says  we  do  not  believe  in  this  and  cuts 
them  out.  And  you  have  no  fixed  housing  stock.  Then  you  would 
have  a  massive  number  of  people  who  would  have  no  access  to 
housing  at  all.  So  that  is  one  of  the  arguments. 

The  other  argument  is  that  we  do  find  people  who  will  not  accept 
the  housing  certificate  program.  One  of  the  problems  I  am  having 
in  California  right  now,  and  the  reason  I  am  going  back  out  there 
on  Saturday,  is  to  meet  with  about  500  apartment  owners  to  per- 
suade them  they  should  have  some  association  with  this  program. 
There  is  some  discrimination,  there  are  some  barriers,  and  many 
apartment  owners  will  not  use  the  certificate  program. 

So  those  are  two  things  to  consider. 

Mr.  Cox.  On  the  second  point,  why  is  it  that  Safeway  does  not 
feel  that  it  should  turn  down  food  stamps? 

Secretary  CiSNEROS.  I  think  there  are  differences,  with  all  due 
respect,  between  housing,  which  is  fixed  and  long  term  and  makes 
a  permanent  statement  in  a  neighborhood  or  in  a  development,  and 
food,  which  people  purchase,  consume,  leave  the  property,  and  so 
forth.  We  are  talking  about  something  that  is  fundamentally  dif- 
ferent. 
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And  people  have  asked  this  question  before,  just  a  couple  of 
weeks  ago.  I  think  there  is  a  difference  that  you,  as  a  thoughtful 
person,  have  to  acknowledge,  and  that  is  that  it  is  not  as  fungible. 
It  is  not  as  portable.  Housing  is  fixed.  It  stays  in  a  place.  The  peo- 
ple stay  there.  If  you  do  not  like  them,  they  are  going  to  be  there. 
Versus  people  who  coming  through  your  checking  stand  and  buy 
some  food  and  are  gone  again.  You  do  not  have  to  live  with  them. 

There  is  a  difference  in  thinking  about  housing  versus  thinking 
about  food. 

Mr.  Cox.  Well,  I  think  it  is  an  important  topic.  And  certainly  in 
a  question-and-answer  period  as  brief  as  this  we  cannot  get  all  the 
way  to  the  bottom  of  it,  but  I  would  like  you  to  continue  to  think 
about  the  kinds  of  alternatives  that  you  described  to  us  this  morn- 
ing. Because  there  are  ways  to  get  the  government  out  of  this  busi- 
ness and  let  others  do  it  more  efficiently  and,  hopefully,  provide 
more  over  it. 

Secretary  CiSNEROS.  We  are  willing  to  think  about  that  and 
think  about  the  general  problem  and  do  all  the  time,  but  we  believe 
that  a  national  housing  strategy  has  to  have  multiple  pieces,  and 
there  is  a  place  for  fixed  units.  There  are  three  times  as  many — 
three  times  as  many  people  on  the  waiting  list  for  public  housing 
as  there  are  in  it. 

So  our  fundamental  problem  is  we  do  not  have  enough  units  of 
any  kind,  whether  it  be  public  housing  or  vouchers.  Until  we  can 
solve  that — and  I  don't  see  that  being  involved  at  the  level  of  incre- 
mental budgets  that  we  are  increasing — until  we  can  solve,  that  we 
need  it  all. 

Mr.  Cox.  The  second  and  only  other 

Chairman  Sabo.  We  are  beyond  5  minutes.  » 

Mr.  Cox.  All  right. 

Secretary  CiSNEROS.  I  will  be  happy  to  visit  with  you  privately. 

Mr.  Cox.  I  will  drop  you  a  note. 

Chairman  Sabo.  If  you  want  to  submit  some  questions  for  the 
record,  we  will  do  that. 

Mr.  Cox.  Sure. 

Chairman  Sabo.  Mr.  Price. 

Mr.  Price.  Thank  you,  Mr.  Chairman. 

Mr.  Secretary,  I,  too,  want  to  commend  you  on  this  budget.  It 
seems  to  me,  in  general,  you  have  made  the  best  of  a  very  tight 
budget  situation.  You  are  going  to  use  limited  resources  far  more 
effectively.  You  are  using  Federal  dollars  to  leverage  support  from 
other  sources,  and  you  are  undertaking  some  needed  management 
reforms. 

I  especially  appreciate  your  words  on  helping  public  housing  resi- 
dents obtain  homeownership.  I  think  you  are  on  target  in  the  cri- 
tique you  make  of  the  original  HOPE  program.  It  seemed  to  me 
that  this  was  a  rather  inflexible  solution  to  a  problem  in  which 
local  governments  had  already  developed  some  very  innovative  so- 
lutions but  were  just  lacking  resources. 

In  Charlotte,  Representative  McMillan  has  worked  on  this.  There 
is  an  example,  of  public  housing  residents  there  being  given  home- 
ownership  opportunities,  not  to  buy  public  housing  but  to  actually 
buy  a  new  home.  This  was  accomplished  through  a  creative  part- 
nership between  local  government  and  private  businesses  which  in- 
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volved  intensive  counseling  for  the  residents,  the  opportunities  for 
residents  to  move  into  new  neighborhoods  and  creative  financing 
techniques  like  soft  second  mortgages. 

I  wonder  if  you  want  to  comment  on  that  kind  of  approach.  I 
wonder  what  you  are  doing  in  this  budget  to  promote  creative  fi- 
nancing techniques  like  soft  second  mortgages  and  the  kind  of  part- 
nerships which  we  are  seeing  across  the  country,  which  I  think 
Federal  support  can  help  us  replicate. 

Secretary  CiSNEROS.  Thank  you  very  much.  Congressman. 

My  guess  is  that  one  of  the  areas  of  greatest  innovation  you  will 
see  over  the  next  several  years  is  what  comes  out  of  our  housing 
shop,  the  FHA  operation.  That  is  where  this  pension  program  ex- 
ists. 

That  is  where  Nick  Retsinas  is  looking  at  new  relationships  with 
State  housing  finance  authorities  to  use  permanent  extension  of 
mortgage  revenue  bonds,  which  were  made  possible  by  congres- 
sional action  last  year  to  generate  tens  of  thousands  of  additional 
units  using  State  bonding  capability. 

That  is  where  the  low-income  housing  tax  credits  program  exists, 
which  will  allow  hundreds  of  millions  of  dollars,  literally,  of  cor- 
porate funds  and  other  investment  capital  to  be  directed  to  build 
affordable  housing.  I  am  seeing  that  at  work  now  already. 

That  is  where  our  relationship  with  nonprofit  corporations  and 
others  to  build  communities  at  the  local  levels,  innovative  mecha- 
nisms, secondary  markets,  Fannie  Mae,  Freddie  Mac  as  well,  and 
soft  second  mortgages  such  as  you  suggested,  will  occur.  I  think  we 
are  on  the  verge  of  some  really  fairly  dramatic  order  of  magnitude, 
sort  of  threshold  changes  in  the  way  we  think  about  housing  fi- 
nance, very  innovative  approaches. 

The  housing  trust  initiative,  low  downpayment  programs,  new 
approaches  that  professors  are  working  on  now  and  scholars  on 
ways  tojower  the  mortgage  payment. 

You  k'now,  we  now  have  flexible  interest  rates  or  adjustable  in- 
terest rates.  There  are  some  who  are  suggesting  that  what  needs 
to  be  adjustable  over  the  long  haul  is  the  term,  the  duration  of  the 
loan,  thereby  keeping  the  mortgage  payment  as  low  as  possible  for 
a  long  time.  Things  like  that. 

You  are  going  to  see  a  lot  of  innovation,  and  there  is  a  good  deal 
in  this  budget  that  is  designed  to  give  Nick  Retsinas  the  tools  in 
the  FHA  organization  to  follow  these  ideas. 

Mr.  Price.  Good.  I  had  also  thought  of  the  HOME  program  as 
another  vehicle  for  encouraging  this  kind  of  fiexibility,  a  way  of  en- 
couraging creative  financing  and  leveraging  funds  from  other 
sources.  And,  of  course,  one  of  the  permitted  uses  of  the  HOME 
funds  is  for  the  soft  second  mortgage  product. 

Secretary  CiSNEROS.  That  is  correct. 

Mr.  Price.  However,  in  this  budget  you  have  cut  HOME  funding 
by  $275  million.  I  wonder  why  that  is  so.  And  I  guess,  in  that  con- 
nection, I  would  raise  the  question  about  some  of  the  priorities.  In 
general,  I  think  you  are  moving  in  the  right  direction,  but  I  do 
wonder  what  the  reason  for  this  cut  is,  especially  in  light  of  the 
$100  million  for  a  new  program,  this  national  homeownership 
trust. 
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Couldn't  you  argue  that  the  money  would  be  better  spent  in 
HOME,  to  leverage  private  resources  for  homeownership?  Wouldn't 
you  get  more  bang  for  the  buck  than  you  would  in  this  homeowner- 
ship  trust?  I  wondered  how  you  made  the  determination  that  at 
this  point  you  would  cut  this  HOME  funding,  which  seems  to  me 
to  be  precisely  the  sort  of  flexible  program  that  leverages  dollars 
from  other  sources  that  you  are  promoting  elsewhere. 

Secretary  Cisneros.  It  is  all  of  those  things.  Congressman.  And 
in  the  ideal  world  we  have  not  have  cut  it. 

The  problem  is  that  the  HOME  program  was  unduly  handi- 
capped in  the  first  couple  of  years  by  excessive  HUD  specifications 
and  regulations.  So  it  got  off  to  a  slow  start.  It  is  not  that  we  do 
not  think  it  can  eventually  catch  up.  It  is  just  not  being  utilized 
at  the  level  yet. 

It  is  picking  up  rapidly.  We  have  done  a  lot  to  simplify  it  in  the 
last  year,  and  we  are  marketing  it  hard.  But  we  believe  that  by 
cutting  it  by  $200  million  for  a  year  we  will  be  able  to  catch  up 
with  the  backlog  of  the  last  couple  of  years  and  not  miss  a  beat  by 
the  time  we  return  next  year  and  ask  for  full  funding  again. 

But  in  a  tight  budget,  where  it  makes  all  the  difference  in  the 
world  to  have  $200  million  to  work  with  on  homeownership  coun- 
seling or  homeless  or  other  things,  it  is  simply  stated  as  not  want- 
ing to  leave  money  lying  around  that  we  can  use  this  year. 

Mr.  Price.  Well,  you  mention  the  problem  of  complexity.  These 
partnerships  and  these  financing  arrangements  often  are  complex. 
One  thing  that  has  impressed  me,  though,  in  North  Carolina  is  the 
degree  to  which  local  authorities  and  nonprofits  and  banks  have 
put  together  these  partnerships.  And  it  has  struck  me  that  having 
the  HOME  program  there  as  a  vehicle  for  Federal  participation  in 
these  arrangements  really  could  generate  a  great  deal  of  activity. 

Are  you  finding  that  there  is  a  sufficient  flow  of  good  applica- 
tions, solid  applications,  and  it  is  just  HUD's  problem  in  dealing 
with  those  in  an  expeditious  way?  Or  do  we  have  a  problem  at  the 
local  level  in  getting  these  applications  generated? 

Secretary  CiSNEROS.  What  happened  was,  HUD  wrote  the  regula- 
tions so  complexly  we  made  it  impossible  for  local  communities  to 
put  it  together.  They  literally  were  afraid  of  the  program,  could  not 
get  their  applications  to  meet  the  regulations.  So  we  have  been 
busy  trying  to  improve  and  shape  and  change  those  regulations  be- 
cause it  has  stifled,  as  you  say,  the  flow  of  applications.  They  were 
slow  starting  up  because  of  the  complexity  with  which  the  program 
was  written. 

It  is  our  fault.  It  is  our  fault,  but  those  are  the  facts. 

Mr.  Price.  Thank  you. 

Chairman  Sabo.  What  is  your  time  frame,  Mr.  Secretary? 

Secretary  CiSNEROS.  I  am  at  your  disposal,  Mr.  Chairman. 

Chairman  Sabo.  You  mentioned  earlier  some  of  the  attention  the 
agency  would  make  with  metropolitan  agencies  in  metropolitan 
areas  in  dealing  with  the  question  of 

Secretary  CiSNEROS.  Fair  housing,  right. 

Chairman  Sabo.  I  think  the  reference  was  beyond  fair  housing, 
a  question  of  supply  of  a  variety  of  housing  costs  throughout  the 
metropolitan  area. 
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I  am  just  curious  to  what  degree  that  you  may  be  looking  beyond 
the  more  typical  programs,  the  voucher  program  or  the  public 
housing  program  itself,  into  some  of  those  programs  that  have 
more  wide-scale  effect  to  do  some  leveraging  with  some  commu- 
nities to  make  them  accessible  for  more  low-  and  moderate-income 
housing. 

I  have  to  tell  you,  we  have  a  State  legislator  in  our  State  house 
who  has  done  an  incredible  amount  of  work.  I  would  love  to  get 
him  in  to  talk  to  some  of  your  policy  folks. 

Secretary  CiSNEROS.  That  would  be  great. 

Chairman  Sabo.  It  is  incredible  the  variation  in  housing  supply 
that  exists  in  our  metropolitan  area.  The  similarities  between  the 
center  city  and  many  of  the  older  suburban  fringe  suburbs  are  in- 
credible and  great.  They  have  the  same  problem.  It  is  not  simply 
a  question  of  it  being  public  housing  or  voucher  housing  but  hous- 
ing that  is  built  and  now  is  available  and  at  market  rates  and 
lower  rents  and  lower  purchasing  prices  versus  other  areas  where 
the  whole  pattern  of  housing  development  is  much  more  expensive. 

The  nature  of  the  schools  is  different.  The  nature  of  the  commu- 
nity is  different.  You  follow  the  crime  pattern,  and  it  simply  follows 
the  concentration  of  poverty. 

Secretary  CiSNEROS.  You  are  right,  Mr.  Chairman,  and  the  Twin 
Cities  has  always  been  one  of  my  favorite  and  most  respected  areas 
in  America  for  those  precise  reasons.  It  is  progressive.  It  really 
works  hard  at  trying  to  extend  opportunity.  It  is  a  very  rare  place 
in  some  sense.  It  has  been  chronicled  over  the  years  for  its  generos- 
ity, giving  patterns  and  so  forth,  and  this  is  an  example. 

The  tax-sharing  plan  that  exists,  for  example,  that  tries  to  blur 
differential  taxing  capability  across  the  metropolitan  area  is  an  ex- 
ample. 

Chairman  Sabo.  Let  me  thank  you  for  that. 

But  one  of  my  problems — I  think  we  have  done  lots  of  very 
unique  things,  but  the  problems  that  are  emerging  in  many  other 
cities  in  our  country  are  emerging  in  our  area  despite  the  innova- 
tions that  have  occurred. 

Secretary  CiSNEROS.  To  be  fair  about  it,  one  of  the  reasons  why 
the  Twin  Cities  has  been  able  to  do  some  of  this  is  because  it  is 
a  more  heterogenous  community.  So  some  of  the  tensions  that  exist 
in  other  places  along  racial  and  ethnic  lines  and  income  differen- 
tials are  not  quite  at  sharp  in  the  Twin  Cities  as  they  are  in  other 
places. 

The  percentage  of  minorities  is  relatively  less,  therefore,  less 
threatening.  Therefore,  people — perhaps  it  is  that  or  perhaps  it  is 
a  good  sort  of  Scandinavian  progressiveness  that  allows  this.  But 
the  combination  of  things  is  that  the  Twin  Cities  do  have  some  pro- 
grams we  need  to  try  to  extend  to  some  other  places.  So  I  would 
be  happy  to  hear  some  of  those  good  ideas  coming  from  that  area. 

Chairman  Sabo.  My  problem  is,  despite  all  the  nice  things  you 
have  said,  the  pattern  of  separation  by  income  is  growing  im- 
mensely in  our  area,  despite  tax  sharing,  which  I  think  is  a  law 
I  know  well.  And  what  is  also  incredible  is  that  there  is  a  pattern 
of  job  development  that  is  occurring  in  the  communities  that  are 
the  furthest  removed  from  where  poor  folks  live.  It  is  very  difficult 
to  develop  transportation  systems  to  these  jobs,  and  it  is  very  dif- 
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ficult  to  develop  the  salary  for  some  high-skilled  jobs  in  the  center 
city. 

I  am  a  big  advocate  of  increasing  the  minimum  wage.  I  know  no 
better  way  of  empowering  people  than  giving  them  money  for  work 
done.  And  we  have  a  pattern  of  not  paying  people  for  certain  jobs. 
I  think  one  of  the  worst  thing  we  do  is  talk  about  good  and  bad 
jobs.  There  are  jobs  that  do  not  pay  well,  but  the  job  itself  is  good. 

You  have  a  pattern  of  some  types  of  jobs,  such  as  fast  food  jobs 
in  the  center  city,  where  people  try  to  live  off  the  job  and  at  the 
same  time  are  being  paid  substantially  less  than  the  same  job  in 
more  affluent  areas,  when  the  people  doing  the  job  don't  have  to 
live  off  it's  pay. 

Secretary  CiSNEROS.  Let  me  try  to  answer  your  question,  if  I 
may,  by  citing  some  specifics  of  the  kinds  of  things  I  think  might 
be  possible  under  these  metropolitan  strategies. 

About  20  years  ago  Dajrton,  Ohio,  put  together  something  they 
called  a  fair  housing  plan,  a  fair  sharing  plan  for  housing  respon- 
sibilities across  the  metropolitan  area.  In  those  days,  that  used  to 
mean  accepting  public  housing.  And  it  still  ought  to  include  scat- 
tered-site, more  attractive,  lower-density,  garden-style  apartments, 
public  housing,  scattered  individual  units  across  the  metropolitan 
area. 

But  it  ought  to  go  beyond  that.  It  ought  to  go  to  using  HOME 
money  and  assisted  housing  and  into  putting  together  a  region- 
wide  plan. 

In  Chicago,  we  have  the  experience  with  what  is  called  the  Open 
Housing  Committee,  which  builds  on  the  voucher  program  and  ac- 
tually assists  lower  income  persons  in  getting  out  to  where  some 
of  the  jobs  are,  literally  takes  them  to  two  or  three  or  as  many  as 
it  takes  apartments  until  a  match  is  made  between  their  certificate 
and  the  rent  and  the  apartment.  And  then  their  children  can  go  to 
suburban  schools  and  they  can  be  near  the  jobs.  I  have  talked  to 
people  who  are  the  benefit  shares  of  programs  like  that. 

That  is  something  that  needs  to  be  part  of  a  metropolitan  strat- 
egy. 

We  want  to  engage  the  other  Federal  departments.  A  study  was 
just  issued  by  Harvard  University  that  shows  an  increasing  level 
of  school  minority  and  poverty  concentration  in  the  United  States. 
And  in  a  one-line  reference  it  says  because  school  patterns  track 
housing  patterns.  Well,  of  course,  if  people  are  living  more  con- 
centrated, then  the  neighborhood  schools  are  going  to  be  more  con- 
centrated. And  one  way  we  break  up  those  concentrations  is  to 
allow  housing  patterns  that  are  more  fairly  spread  across  the  met- 
ropolitan area.  All  these  must  be  part  of  that. 

The  President  recently  organized  by  Executive  order  a  Fair 
Housing  Council.  It  includes  some  nine  Federal  cabinet-level  de- 
partments. I  will  begin  chairing  that  effort,  at  least  as  the  first 
chair — Department  of  Education,  Health  and  Human  Services, 
Labor.  So  we  are  going  to  work  on  some  crosscutting,  decentraliza- 
tion and  metropolitan-wide  strategies  which,  hopefully,  will  put 
some  meat  on  these  kind  of  bare  bones  I  have  tried  to  describe  here 
today. 

We  would  love  to  work  with  the  Twin  Cities. 
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Chairman  Sabo.  I  would  like  to  get  this  fellow  in  to  visit  with 
you. 

Secretary  CiSNEROS.  What  is  his  name? 

Chairman  Sabo.  Myron  Orfield,  a  member  of  the  Statehouse.  He 
is  involved  in  some  legislation  that  lots  of  other  folks  do  not  like, 
but  he  has  done  an  incredible  analysis  of  our  area. 

In  some  suburban  or  the  inner-ring  suburbs  he  finds  patterns  of 
change,  for  instance,  in  subsidized  lunch  programs  served.  Change 
happening  so  quickly  in  some  of  those  communities — a  change 
there  may  have  occurred  as  quickly  in  1  year  that  took  10  years 
to  develop  in  the  city. 

He  has  a  political  alliance  of  center  city  and  many  inner-ring 
suburbs.  Frankly,  there  is  conflict  between  that  and  some  of  the 
newer,  more  affluent  suburbs,  and  they  are  trying  to  work  out  the 
politics  of  it. 

Secretary  CiSNEROS.  You  said  earlier,  this  new  phenomena  of  the 
job  course  being  outside  of  the  central  industry. 

Chairman  Sabo.  And  substantially  out. 

Secretary  CiSNEROS.  Yes.  A  whole  book  was  written  by  Joel 
Garreau  of  the  Washington  Post  entitled.  Edge  Cities,  in  which. he 
described  the  phenomenon  of  places  like  Bloomington  becoming  the 
central  job  generator  for  the  metropolitan  area. 

So  when  we  talk  about  this  we  have  to  go  beyond  talking  about 
housing  but  also  transportation.  How  to  get  people  to  where  the 
jobs  are.  The  reverse  commute,  if  you  will,  where  they  commute  out 
to  the  jobs  and  back  against  the  flow  in  the  afternoon  with  van 
pooling  and  bus  systems  and  so  forth. 

Chairman  Sabo.  Some  of  that  works,  but,  frankly,  one  of  the 
problems  is  they  are  so  dispersed  it  is  hard  to  get  a  concentration 
even  large  enough  for  a  van  at  times. 

Secretary  CiSNEROS.  I  have  been  handed  a  note  that  says  that 
Myron  Orfield  is  the  brother  of  Professor  Gary  Orfield,  who  is  the 
author  of  the  Harvard  study  on  school  systems  that  I  just  men- 
tioned. 

Chairman  Sabo.  Oh,  okay.  Frankly,  we  had  one  study  that  indi- 
cated the  cheapest  way  of  handling  transportation  was  to  buy  a 
used  car  for  the  person.  This  is  hardly  politically  salable.  But 

Mr.  Coyne,  do  you  have  any  additional  questions? 

Mr.  Coyne.  No,  thank  you,  Mr.  Chairman. 

Chairman  Sabo.  Again,  Mr.  Secretary,  I  just  want  to  say  thank 
you  for  being  here  but  also  thank  you  for  the  great  work  you  are 
doing.  I  think  you  have  a  real  challenge  in  front  of  you,  and  we 
wish  there  were  more  resources,  but  we  deal  with  limitations.  I 
think  you  are  bringing  real  creativity  to  your  department,  and  we 
think  you  are  doing  a  great  job  and  look  forward  to  working  with 
you. 

Secretary  CiSNEROS.  Thank  you,  and  I  look  forward  to  working 
with  you  on  the  details  of  this  after  this  hearing. 

Chairman  Sabo.  Thank  you. 

[Whereupon,  at  12:20  p.m.,  the  committee  was  adjourned.] 
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